




OBSERVATIONS' 

* i 

, ON THE 

SUBJECTS TREATED OF 


DR SMITH’S INQUIRY* 


INTO THR 


XATOIIR AM) CAUSES OF 

N 

TilE WEALTH OF NATIONS. 

* 4b * ' 


BY DAVID BUCHANAN. 


EDINBURGH : 

t’MNTBD FOR OMPUANT, WAUGH & INNES 3 EDINBURGH 
AND JOHN MURRAY, 50, ALBEMARLE-STJRBET, 
LONDON* 


1814. 





CONTENTS, 


ON THE WAGES OP LABOUR. 

•Brindples of Mr Malthus regarding population and la T 
bouhr. Effect of increasing wealth on the wages of labour. 
Wages of labour not regulated by the price of corn. Prin- 
ciple upon which its wages are regulated. Plans for im- 
proving the condition of the labourer considered. English 
system of poor laws 42 


ON STOCK. 

No evil arising from an excess of capital. Its increase 
causes a diminution of profit. Ratio in wlu^. profit di- 


minishes as capital increases : 7 7 

c 

ON THE PRICK OF GOLD AND SILVER SINCE THE ^ f \V. 

1773 so 


ON PAPER CTR11KM V. 

Its value regulated by the common principle, natm>]\, 
the proportion between the supply and the demand. *Itr 
convertibility into spee.e nece-.^an, tor the i!ir * restru<i cm 
of the supply. Necessary tendency to supplant the pre- 
vious ineuls. Its progress in tins tmu.r.p,' S 3 stem of 
money dealing connected with ir 1 acii iE’, tin me arising 

for cash tranmeiiouf’. I'avoui ..me to th * of civ- 

• • 

dit. Danger* to Vi Inca it is expo&vd. Iniei: V( ; ii m of* ( 1 v' 
dit in 17u2, in 17 1*7, m IS 10. »Subso'.;a w s ate of t .1 
paper currency of tln> con. ary. C ui.ae ‘...a <*i il value 
with the market price ofbuliinif, and slate of the cxcluhgc. 
Propriety of suspending the cash payments of the bank ol’ 
Englaird considered... JS7 

ON PRODUCT1VK AND VNPKOmTTIM, L Mi (h IE 

B?r Smith's distinction between productive and unpro- 
ductive labour well founded. Misapprehended by later 
writers. Theory of the Economists examined IdJ 

© ON THE PROGRESS OF NATION \L OPULENCE. 

Connection between the industry of the country s**.! the 
ihdtt&try of the town. Alternate progress ol* trade and ag- 



comm 

riculture. Dr Smith’s thdjew|P 'respecting the progress of 
Europe considered. Cause " m the, rapid growth of Ame- 
rica. State of property and manners determined 
equivalent received for the surplus product* of the soil. 
Warlikg manners of Greece and Rome connected with the 
state of property.... V : 3 37 

ON THE LAWS FOR REFLATING THE EXPORTATION AND 

IMPORTATION OF CORN 14 7 

* ' ON COMMERCIAL TREVTJf.S. 

Commercial propositions made by Great Britain to Ire- 
land in !7K5. Commercial arrangements connected with 
the Legislative Onion between the two countries. Mr 
Pitt’s Commercial Treaty with France 16J 

ON NATION VI. 1)1 FENCE. 

System of defence for ai^invaded country attacked by a 
rcglilur army and defended bv an irregular army. System 
of Warfare * bet »vcen In o regular armies engaged in the at- 
tack and dclence of a country di fended b> fortified towns. 
Those prnjciplcs illustrated by a reference to history. ln- # 
vasion of < invve b\ tlu IWsians. Contests of the Greeks 
witlu'ach other. Invasion of Persia bv Ahxander. Rise 
and decline of the Roman power, i enters of the middle 
ages. hi\.t'ion of Holland b\ Louis XIV. Wars* of King 
William— of M.irllmiuugh - of Frederick the Grciit — Ame- 
rican war. View of t Le modem system of tactics, Cam- 
paign of 17f* > in Germany by the Archduke Charles, and 
in Italy bv Bonaparte. Campaign of IS- A, <\c. Coiicl tid- 
ing remarks 173 

OF THE AFFAIRS OF THE E \sT INHl V COMPANY. • 

L Of the constitution and transactions of the Company 
in Europe.* } 

• 1?. Of the transactions of the Company in Luba. 

Nature of its trade before acquiring sovcieignty* Its 
subsequent effects on the "internal trade of India. Its ad- 
ministration of the land revenues considered. Nature* vn 



CONTENTS. 


these revenues. State of property and manners under the 
^Jogul government. State of the country immediately he- 
*4he acquisition of the De wan nee by the Company. 
Mode of regulating the revenues. Reformations adopted 
by Marquis Cornwallis. Their effects. 

Company considered in its mercantile capacity. Growth 
of debt. Present state of its concerns 208 

OF TAXATION. 

Of the British property tax. Mode of assessing com- 
mercial incomes considered. Mode of asse sing the in- 
come arising from land, whether belonging to the proprie- 
tor or farmer. Mr Pitt’s plan for the redemption of* the 
land tax considered. Of taxes on consumable commo- 
dities. Account of the taxes on spirits. Policy of pro- 
hibiting distilleries considered 2(>!> 

OF VCllLlf DENTS. 

Policy of the funding system considered. View of* the 
British finances since 1788. Present state. foncldding 
remarks,... 29 < : 



INTRODUCTION. 


The great change effected by Dr Smith’s 
work, in tlie state of political science, af- 
fords -tile most decisive evidence of its 
originality and value. Before its. publi- 
cation, no work' had appeared* in this 
country, to comrgand the conviction of' 
mankind, on the subjects to which it re- 
lates; and, with the exception off Sir James 
Sleuart’s treatise* on political econoEiy, 
which, though notdevoid of merit, abounds 
.too much in confused and erroneous 
st&teinents to attract much attention, no 



mmm 

attempt was even made to explain the 
relations of society witJAtview to legis- 
lation a»d 'government. All the know- 

X 

ledge which existed of these matters was 
either too obvious and familiar to merit 
the praise of originality, or it was com- 
prehended in detached maxims, occasion- 

it 

ally thrown out by speculative writers, 
but neither strictly demonstrated, nor fol- 
lowed out to solid practical conclusions. 

The consequence was, that the science 

- # 

was either left open to prejudice, or to 
opposite theories, all equally uninterest- 
ing, anti equally remote from the truth. 

In France, the subject was more stu- 
"died ; atid, on many important questions, 
the doctrines of the French writers are in 
the highest degree liberal and enlighten- 
ed. . They were undoubtedly the first to 
perceive that human laws, in order to be 
yiseful, must necessarily conform to those 
more general Jaws, on -which societj*n-$ 
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founded ; and that the true object of 
the legislator, is to uphold .the'" &>■' 
rial. system as it is already constituted, 
in place of interfering to regulate or to 
alter the natural course of things, ac- 
cording Jo his own limited notions of 
expediency. In pursuance of ^liese 
views, they are clear and consistent 
in disapproving of all commercial re- 
straints. Commerce they maintain to 
Ik* placed wholly 'without the sphere of 
legislative control ; and even the trade in 
corn, winch has been sometimes stated* 
as .an exception to the general doctrine, 
they hold to he equally entitled *to the 
common pri\ilege # of entire toleration., 
The laws for regulating the interest ol 

money, and, generally, all thy exclusive 

« 

preferences held out for the encourage- 
ment ol domestic indust y, they also con- 
demn, on the clear principle, that every 

has a right Co dispose of what* be- 
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longs’tohim, to the best advantage; that 
cdiStath*cial transactions are so maYiy vo- 
luntary contracts, with which third par- 
ties have no concern ; and that the pur- 
pose of the law is to protect, and not to 
disturb individuals, in their peaceable ef- 
forts for the improvement of their con- 
dition. But, with these just and en- 
lightened doctrines, the French system 
connects various dogmas, of which the 
truth and utility arc more question- 
able. The most remarkable of these is 
>the notion, that agriculture is the original 
source of all income ; that all taxes, 
out of* whatever revenue they are paid 
in the? first instance, , fall ultimately .on 
the rent* of land ; and that, in place of 

4 

raising the public revenue by the expen- 
siue and vexatious pr'ocess of duties on 
consumable commodities, the simple ex- 
pedient of a direct land tax should be at 
once resorted to. That this theory* is 
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founded on error, I have elsewhere en- 

* •* 

deavourod to shew * ; while the a«|*Ttfncnts 
by .whic h it is supported, tur^frequently 
on points fitter for the metaphysician 
than for the statesman ; and it is indeed 


the greaJt defect of this class of writers, 
that though, by the boldness and origi- 
nality of their spec ulations, they may be 
said to have pointed out the path of true 
science, they are continually led astray 
•from their main object, by a propensity 
to subtlety and conceit, lienee it is that 
their reasonings, though frequently inge- 
nious, are also obscure, desultory, and 
inconc lusive ; and it is seldom that they 
are pursued, with. brevity and vigour, to 
any just or striking conclusion. This 
tendency to abstract and metaphysical 
-discussion, which distinguishes the pro- 4 
ductions of the economical school, has 


* See observations jon Productive and Unproduc- 
tive Labour. 
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considerably detracted from their po- 
pularity Njnd value; and it will ae-* 
cordingly bj> found, that the theories- of 
thbse writers, though they have excited 
some speculative controversy, have ne- 
ver been much felt in the ad'airwyif the 
world; while in other respects they have 
been injurious, by giving the character ot 
verbal disputation, to a science replete 
with practical truth. 

It may be also remarked of the French 
authors, that however consistently they 
ifiaintain the doctrine of the freedom 
of trade, they seem to deduce it from 
the priheiples rather of absttac t riyht. 
than of general expediency. ]‘n (Ins 
strain, Turgot remarks, in a letter to Dr 
Price*, in' which he blames the newly 
•established government of America for 
regulating trade, for authorising exclu- 
sive ^corporations, and for prohibiting 


* (Euvres de Turgot, tom. ix. p. 383. 
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the exportation of certain commodities, 
“ que la loi de la liberie entiere .de tout' 
“ commerce est «n corrollaij'e du droit 
“ de propuett It was to j-distice, rather 
than to policy, that they looked for the 
perfection of civil society : and they ge- 
neral]}' reason in reference to this prin- 
< tple : not reflecting, how much more' 
povvei fully men h el the operation of self 
inloicst than ot justice, and how useless it 
is, therefore, to build schemes of practi- 
t\d improvement on tlie vain chimeras of 
motal perfectibility. In proving their 

dot times to be just, rather than expo- 

• ^ 

dient, the Fiench writers are also ex- 

# 

( hided from all those instructive and 

. • 

•jju.ulical views of society and of man- 
nois, which render science so •much 

m 

more certain and interesting, by blink- 
ing it home to the business of ljfe. 

* That the law of complete commercial freedom 
follows as a corrollui^s fioni the light of pi opettj 
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The, Inquiry into the Nature and 
"0$iuse£LQf the Wealth of Nations stands 
in decide)! contrast to all abstract 
theory. It 'is a great display of reason 
on the business of the world; touching 
society in all its essential relations, con- 
taining lessons for government &s well as 
for common life, and embracing subjects 
formerly placed without the limits of phi- 
losophy. It has been followed by suita- 
ble effects ; having laid the foundation of 
a new science, and effected a permanent 
change in the opinions of mankind, and 
the policy of states. 

But, jvith all the high qualities of com- 
manding reason. Dr Smith has not pub- 

it 11 

lished a perfect work. In fixing on the* 
wealth of nations as the object and limit 
of his inquiries, he has adopted a narrow 

*1 * ’ 

View of his subject; since the science of 
which he treats is . evidently a higher 
branch qf legislation, and must, there- 
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fore, embrace many interesting , ques- 
tions wholly unconnected with .wealthy- 
Human society is a great Scheme of 
policy and justice; and as buying and 
selling must, ' under every form of it, 
make ,a > great part of the business of 
mankind, it is highly important so far 
to explain the nature of trade, as to 
secure it. against unjust and impolitic 
restraints. Political economy will there- 
fore embrace the** consideration of trade 
as part of itg Subject; and the effect 
of gptfd government will also be to 
protect trade, and to enable the people 
to acquire wealth. But wealth is not 
the djrect object of government, nor is 
it, of political economy, which is a spo- 
dilation founded on the principles of 
justice and policy, of which government 
is the practical result, and of whicl* 
the object is to explain those fundament; 
•al laws of society to which all hutiftiu rc- 
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gulatipns must necessarily be subordi- 
nate ; that legislation may be confined 
within its proper province, and that the 
statesman, ^ knowing the limits of his 
power, may no longer rashly interfere 
with the natural course of things, nor 
seek to introduce, on his own partial 
- views of expediency, schemes of improve- 
ment which arc at variance with the ge-. 
neral good. In this view of the science, 
it must comprehend *tnany interesting, 
questions, which, as they have no relation 
to wealth, Dr Smith is precluded .from 

<k 

considering by the tcrlns of his plan ; 
and, though he deviates, in the course of 
bis inquiries, from his own rule, the. sub- 
ject is, in consequence of the restraint 
which iie has imposed on himself, occa- 
sionally presented to the reader in rather, 
sin auk ward and uninteresting form. In 
examining, for instance, in what manner 
a stato»can be best defended, he couverts. 
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the question of policy into one of eco- 
nomy ; considering, not what is the besfj" 
but w hat is the cheapest, system of de- 
fence. It is in this way that' he finds it 
necessary to reconcile the discussion of 
his Milpect v ith the plan of his inquiry; 

although, in the com se of his remarks, he 
* 

tluows oil’ this restiaint, and discusses* 
the question on \iews, not of economy, 
but ol policy. Dr Smith has also erred 
occasionally froth too great a fondness 
lot system, f^n •some subjects his Mews 
are hasty, partial, and inaccurate ; while 

on others, the truth and \alue of his doc- 

* 

trines seem to justify, and even tr\ require 

Jaither explanation. , 

» 

Since the publication of Dr Smith’s 
» 

work, Mr Malthns is the only aYithor, 

who can be said to have extended the 

* . * 

boundaries of political scienee. In his 
original and instructive essay, he ha^, 
Jraced, with discrimination and accuracy, 
.the great law by which population <md 
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subsistence respectively increase ; and his 
Views are demonstrated with such vUriety 
of illustration, . that they are no longer 
questioned." Some imperfect anticipa- 
tions occur in former works, of the same 
doctrine. Sir James Steuart, in, particu- 
lar, expresses himself very clearly on this 
subject, when he compares the progress 
of population to the movements of a 
'spring loaded with a variable weight. 
The want of subsistence he considers 
the weight which depresses the elastic 
principle of population ; and, in propor- 
tion as it is withdrawn, mankind, accord- 
ing to his notion, increase until they ad- 
vance beyond the limits of their, food, 

« 4 , * 

within which they are again quickly 
brought huqk by poverty and want : and 
in this alternate course of discourage 
incut and increase, varying with the sup- 
.ply of subsistence. Sir James Steuart de- 
scribes the human race ns gradually mul- 
tiplying. There are some original re- 
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marks on the same subject by the author 
of L’Ami ties Homines, who pointedly’ 
states, that while agriculture keeps its 
ground, neither disease nor war will 
cause any permanent decrease of peo- 
ple. He has a chapter entitled, 4 Subsist- 
ence the Me sure of Population and the 
commonly supposed causes of depopu- 
lation, such as the. celibacy of monks, 
war, navigation, emigration to the New 
World, he considers as roots* from which 
new branches of population gradually 
spring. Tlife world he compares to » 
garden, planted in all its parts; and 
without an increase of subsistence, he 
observes, not a single new plant can 
grow up but by displacing some other. 
By war and disease the void spaces are 
made, which the power of population fills 
up ; and, if the agriculture of a country 
is not injured, its inhabitants, he .finally 
insists, can neither be permanently dimm 
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nishcd by disease nor by war*. But 
^licse remarks, however striking or 
just, arc incidentally introduced ; and, 
far from pursuing’ this train of reason- 
ing to its fair results, the ingenious au- 
thor turns aside to details comparative- 
ly frivolous and inconclusive. The great 
fnerit of Mr Malthus consists in clearly 
discerning the value of the principle thus 
carelessly cast aside by former writers, 
and in tracing it to all its legitimate con- 
clusions; demonstrating,* in the clearest 
jmanuer, that the want of subsistence is 
the great obstacle lo the population of 
the we rid ; that the tendency of man- 
kind to multiply faster than food can 
be provided for their support, is the root 
of many of the evils which afflict socie- 
ty i and that without a previous increase 
of subsistence, laws for the encourage- 

* I^lAmi ties Homines, vol. i, chap. ii. p. 15, 16. 23. 
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mcnt of marriage are not only useless, 
but pernicious, as they necessarily lead* 
to aji excess of population, and to misery 
and want among the labouring classes, 
which all the artificial devices of legisla- 
tion will neither relieve nor palliate. On 
» 

those various points the reasonings of 
Mr Malthus are interesting and original ; 
and though former writers may have in- 
cidentally suggested similar doctrines, to 
him unquestionably belongs the merit, 
of having improved scattered hints into a 
solid system of science, and of having* 
made a valuable addition to the. slock 
of practical truth. 

The .object of tjic present work is, 
to rectify what is amiss in Dr Smith ; 
to supply omissions ; to give his reason- 
ings . an application to •modern timos ; 
and to exhibit , US far as the author is 

qualified, a complete system of politi- 

# 

cal economy. Ij* considering the sub- 
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seqiiefit history of the world, it is obvious 
‘that additions have now become* neces-' 
sary to Dr Smith’s work ; and the subjects 
of Paper Currency, Finance, Taxation, 
the East India Confipany, have only to be 
mentioned, to suggest the materjaU of im- 
portant discussion. There is another sub- 
ject which he has considered, namely, 
the military policy of states, and the 
power of armies ; and here it is scarcely 
necessary to remark, wliat a fruitful theme 

modern history affords for new and in- 

. _ • 

«teresling speculation. ' 

Thtj three volumes of Dr Smith’s ori- 
ginal tVork contain incidental remarks on 
the text, with notes of reference ; while 
dissertations of a general nature are re- 

C 

served for this additional volume, ’to which 
the notes of thfe preceding volumes of 
course refer. 


Fdinburgh, 7 
Sept. 14. 1814. J 
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DR SMITH’S WORK. 


UN THE PRINCIPLES OF METALLIC CURRENCV. 

’The reasons tlyit have induced mankind to con- 
vert metals into coin, in preference to every 
other commodity, »have been already explained 
by Dr Smith ; and it is indeed sufficiently ob- 
vious, from a consideration of their qualities, 
jfchat no other subsfance would answer the pur- 
pose equally well. In different periods of im- 
provement, however, different metals have been 
fixed upon for this purpose ; and the same metals 
have also, at different times, prevailed more or 
less in the currency of every country.- The use ‘ 
of money being to facilitate exchanges, it will 
naturally consist o£ the metal most suited to the 
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nature of. the exchanges, and of .course to the 
payments which it is designed to effect. Where 
the payments arc large, it will be most conve- 
nient to use a metal containing a great value hi 
little bulk ; as in that case the same sum can be 
counted and weighed in much less time. But, 
for trifling payments, a coarser metal will an- 
swer better ; as a precious metal could r.dt be 
conveniently divided into sufficiently small pox*- 
tions for the purpose required. The smallest 
payments occur in the retail trade ; and it is for 
this trade, accordingly, that coins of a very low 
denomination arc found necessary. By enabling 
the retail dealer to iix a just price upon the , 
smallest portion of his goods, he can suit his 
trade to the demand of his customers, however 
trifling. Farthings, for exahiple, which have 
been long'disused in the general payments of' the 
country, have been sometimes required about 
London for the x*etail trade of beer, which be- 
ing sold in small quantities, a coin proportion- 
ally small is wanted, to measure the value of 
what is thus purchased. With a large coin 
there could be no accurate measurement of va* 
lue *, and no business could therefore be done, 
itnle ffla aader some different and less convenient 
arrangement. Grocers, ■ also, and other retail . 
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dealers, occasionally require farthings for die 
management of tlieir business. , ' , 

In an early stage of society, when nations 
arc poor, and their payments trifling, copper 
..has riequenlly been known to auswer all the 
purposes of currency * ; and it is coined into 
pieces of very low denominations, in order to 
facilitate the inconsiderable exchanges which 
. then take place. In the early ages of the Ro- 
me n republic, a copper coinage effected all the 
necessary payments ; and it was not till con- 
quest had introduced luxury and wealth, that 
the Romans found it necessary to employ sil- 
. ver coins. Their -copper coins were also of 
very low denominations. In Scotland, there ap- 
pears £o have berfl formerly no less than four- 
denominations of* copper coin below a half- 
penny. According to Lord Liverpool* there was 
formerly no copper coin in England. The 
•fourth part of the* silver penny, equal in value 
to three farthings of the money of the present 

times, was die lowest denomination of coin in 

* 

the reign of William the Conqueror. Yet it is 
not easy to believe that all the inconsiderabfe 
exchanges of those times could have been ear* 


* Lord Liverpool on the Coin, p. J 16 . 
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ried on with a currency of which the lowest* 
coin was equal in value to three farthings. 

The general wealth of a country is very ac- 
curately measured by the nature of its pay- 
ments and the state of its coin ; and the de-< 
» 

cided prevalence of a coarse metal in its cur- 
rency, joined to the use of coins of very low 
denominations, marks a rude state of 'society. 
In the progress of improvement, accordingly, 
those coins fall into disuse. Being chiefly used 
for the petty retail of consumable articles, they 
arc gradually thrown out of employment, as the 
retail transactions grow more considerable, in 
consequence of the increasing wealth of the . 
country. Silver is also, at the'- same time, in- 
troduced into the more important transactions 

of commerce in place of copp’er ; and, as wealth 
1 « 

continues % to increase, and to be more equally 
diffused, gold at last is the only metal in which 
the larger payments can be effected. 

The business of the currency thps naturalfy 
divides itself ijito two distinct departments; 
the duty of effecting the main payments being 
of course reserved for the more precious metal-, 
while the inferior metals are still retained for 
more 'trivial exchanges, and are thus merely 
subservient to the main currency. 
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Between the first introduction, however: of 
» , 
u more precious metal into the currency of a 

country, and its exclusive use in the main pay- 
ments, there is a wide interval ;* and the pay- 
ments of' the retail trade must, in the mean 
time, have grown so considerable, in consc- 
qucncij of the increase of wealth, that they 
can, in part at least, be conveniently managed 
by the new and more valuable coin ; since ho 
coin can be used for the main payments which 
is not suited, at the same time, to the transac- 
tions of the retail trade. It is from the cou- 
•# 

turner that every trade, whether it be a trade 
of production yr manufacture, derives the ul- 
timate setum of its capital. The capital of 
the retail dealer is immediately replaced by 
the money of the consumer j the retail dealer 
transmits whip, he receives for the sale of his 
goods .to the wholesale merchant, who, in like 
manner, pays it away to the manufacturer or to 
the tanner ;’so that, though the most precious 
mettd might be most conveniently used in the 
main payments, the currency which carries on* 
the retail business must still mix in all the great 
transactions of trade. It will be collected by* 
the retail dealer in. sufficient quantities for bis 
wholesale payments, by whom it will accord- 
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ingly be paid away in large sums; anri tints 

it will circulate, and perform the functions ot 
the main currency. Though all the I trger pay- 
ments might -be more convenient!' denied 
in gold, yet a country must still* h\*< .. ( »u 
rency suited to the small scale* of its it tail 
transactions ; since its consumable convnpvbtic-* 
could not otherwise be divided into suliic icnf !v 
'fbriMl portions for the wants of the ranuim* 
nity* That metal, therefore, wlietlu r sll\ ci 03 
copper, which will both answer this pin pc* , 
and will also dfeet, though , it li lo s iomf 
nience, the main payments nuct stid t« 
the prevailing coin of a country. 

In all the metallic current ies (fanout 
copper is a subsidiary eurromv ; no pavmcni 
being cVer made in that metal, unless if be 
too inconsiderable for any of the silver coins. 
But, although gold has been long mUqdiKed 
into all the continental currencies, it has not 
supplanted silver in the main payments. The 
nature of payments on the continent does* not, 
it scorns, permit the use of silver as a subsi- 
diary currency. Although gold would clearly 
unswer better for the greater payments, yet 
silvey must still be collected, in large sums, by 
|hc sctail dealers. The disposal of their goods' 
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must a^ill bring them a considerable proportion 
of silver currency, which they can emplpy In 
no other way than in paying the demands of 
the wholesale merchant. In Britain, it is evi- 
<lem . ha! the quantity of silver in circulation 
Joes not exceed what is wanted for tire smaller 
i payments, as it is often difficult, to procure 
change for a guinea ; and silver coin has 
* at times been ' sold for a premium. Silvei*» 
hardly ever seen in a larger sum than twenty 
shillings; and, in point of fact, few payments 
of that amount are ever made in silver. 

Before the reign of William III. silver, we 
’are told % waa brought in large bags to the 
treasury in payment of the national revenue. 
.Bin. at this period g the great change took place, 
M hich for ever excluded it from the main pay- 
ments ; and the facts then disclosed dfeserve the 
more attention, as we have no exact knowledge of 
any such crisis in the currency of other' coun- 
tries. It would be interesting to trace, if we 
had .materials for so curious anihquiry, the rise 
and decline of a particular metal in the cur, 
rency of a country ; but the want of facts is a 
complete bar to such an investigation. The 
period when silver was substituted for copper 
Lord Liverpool on the Coin. 
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in the currencies of Europe, is buried jfn ob- 
scurity ; for such matters, unfortunately, sel- 
dom engage the notice of historians. It is to 
war and polities that their attention is chiefly 
directed ; while, for those favourite topics, 
the precious details of domestic history are 
thrown into the shade. In most .parts of* 
Europe, in America, and throughout India, 
silver still continues to be used iu the main 
payments ; and we have no data to calculate 
when gold may take the lead in the currency 
of those countries. Such an era may not 
•occur in the revolution of centuries ; and 
in every view, therefore, it is v worth while to 
attend to the state of the British currency at 
the period alluded to. „ 

The exclusive introduction of gold into the 
main payments of England, was a clear proof 
that the. returns of the retail trade were by 
this time chiefly made in that metal ; which 
might have been the case, though no single 
payment had bver exceeded or even equalled 
.any of the gold coins ; because, in the general 
abundance of gold and scarcity of silver, gold 
.coins would naturally he offered for small sums, 
and a balance of silver demanded in return ; 
by which means gold, by thus assisting in the 
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retail^radc, and economising the use of silver, 
even for the smaller payments, would prevent 
its accumulation by the retail dealer ; and as it 
was formerly found necessary, when silver was 
used for the retail trade, to employ it also in 
the great payments, in like manner gold can- 
not nqw.be exclusively employed in the main 
payments, without occasionally doing the duty 
of silver in the retail trade. If gold were not 
used for this purpose, more silver would be re- 
quired, which would in that case be collected 
by the retail dealer in sufficient quantities for 
his wholesale * payments, and would thus en- 
croach on tliej functions of the higher cur- 
rency, * 

The substitution of gold for silver in the 
main payments, must immediately occasion an 
excess of the latter currency, and consequent- 
ly a fbjl in its valuer the effect in this* case be- 
ing precisely the same as if an addition had 
been made to the currency in general, \vithout 

KJ 

any corresponding addition to the demands of 
trade. This fall, in the value of silver coin* 
will afford the necessary temptation to melt 
it down. The silver' will be more valuable in' 

the form of bullion .than of coin ; and this will 

* 

‘’continue until the quantity, in circulation is 
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no more than sufficient for the smalle/ pay- 
ments. At the time the great change took 
place in the currency of Britain, the silver coin 
had been so much debased by clipping, that 

a guinea passed for 30s. To remedy this de- 
* 

feet, a new silver coinage had been just issued, 
to the amount in tale of’ L. 6,882,908* li)\. 7d. « 

i 

But, silver being now excluded from the main 
payments, the quantity issued was far more than 
couid l»c employed in the smaller payments. 
The excess accordingly eneumbeied the cir- 
culation, amjL the silvei coin fell pei cent, 
under its intiinsic value. A guinea was iiited 

4k , 

by act of Parliament at 22s., jyhieh was about 
is. 4d. more than its real value. It fell to 21s. 
6d.» which was still lOd. mtwe than its value m 
silver bullion, though it may be considered as 
its fair market price in silver coin. Fiench 
louis-d’otN and Poitugal moidorcs exchanged 
also for more than their worth m silver coin. 
The receivers of taxes were prohibited from ic- 
ceiving the latter coin at more than 27si 6d., 
*tliou‘gh it passed for 28s. ; against -which, seve- 
ral gentlemen in the west of England petition- 
'd! the treasury, alleging, that “ when those 
“ coins went at 28s. their .country was full of 
‘ gold, which they wanted very much.” Silver 
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was clearly worth more, therefore, i a bullion 
than in coin ; and the greater part of the ex- 
cellent currency recently issued was, in conse- 
quence, converted into bullion and exported. 
Though government had spent aboutL.2, 700, OOO 
on this coinage of silver, yet in seventeen years 
it had almost wholly disappeared. 

Alan.icU by this unaccountable diminution of 
the silver coin, the ministers referred the matter 
to Sir Isaac Newton, who, in his report to the 
Lords of the Treasury % shewed, from the rela- 
the value of* gold and silver all over Europe, 
that silver was underrated in the British cur- 
rency in proportion to gold ; and, on this ac- 
count, being more valuable iA bullion than in 
coin, it Was melted down and exported. BjT 
the regulations of the mint, which gave 22s. 
for a guinea, silver was no doubt greatly under- 
rated in coin ; but as the mint estimation was 
not followed in the market, where it appears 
that 21s. 6d. w as only given for a guinea, it could 
not have occasioned the evil complained of. 
Even in the market, however, the silver coin 
was still underrated, and its low estimalion was 

4 

* See Sir Isaac Newton’s Report on the State of the 
Coin ; which, as it contain^ some useful information on this 
ijbiect, the reader will 6nd in the Appendix, Note [A.l 
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no doubt the immediate cause of i t? being 
melted down and exported ; but as /this low 
estimation was its market price, the statement* 
of Sir Isaac Newton left the main fact of it§ de- 
preciation still unaccounted for. lie menti ons,* 
however, a very important circtimstancc rela- 
tive to Sweden, by which, if he had duly con- 
sidered it, he might have discornrtl/lhc.tnie 
nature of the change then going on in Eng 
land. In Sweden, the value of silver was 
higher in proportion to gold than in any other 
part of Europe ; and Sweden; it appears, 
which had formerly been content with a cop- 
per currency, began now to abound in silv^u. 
The same change was goin£ on both in Eng- 
land and Sweden. Their increasifig wealth 
required a more, valuable Yuri ency to transact 
their payments ; and the* high price of silver 
coin in Sweden, and its low price in England, 
were necessary to perfect? the desired Improve- 
ment. 

« • 

By Sir Isaac Newton’s advice, a royal pro- 

damnation was issued, reducing the guinea to 
tils. ; and the accuracy of this valuation may 
be inferred from the ready obedience paid to 
it, as it is only in that case that royal procluma* 
tlons arc attended to. Sir Isaac Newton i;e~ 
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marks,^that if silver coin continued so scarce 
- it would be sold for a premium. The foil in 
'its value had by this time cleared the currency 
of *what was superfluous ; and the .quantity* 
in* circulation, did not probably exceed what 
was wanted for the smaller - payments. Sii- 
, ver coip had therefore begun to recover its 
value.; and though at 21s. for a guinea, it was 
still underrated about 4d. in proportion to" 
gold, this trifling error could hardly occasion 
the melting down of the coin. 

To the accident of silver being^underrated 

in proportion to gold, Lord Liverpool, in his 

valuable work 6n the British coin, ascribes 
V 

in part its exclusion from the main payments. 
The same cause, however, had frequently be- 
fore excluded silver from the circulation ; but 
it was soon found that it could not be want- 
ed ; and it was therefore more accurately 
valued, for the purpose of being again intro- 
duced into the currency, and used as formerly 
in the jnain payments. It seems likely, how- 
ever, that the decline of silver in the currency 
.of a country must generally lead to some tem- 
porary scarcity of * silver coin in particular 
tfansactions ; and it is, not until this inconve- 
nience is counterbalanced by the superior uti a 
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lity of gold, that silver can be converted into a 
subsidiary currency. 

It is evident that the coin used-fbr the larger 
fmyments can only pass current at its intrinsic 
worth ; and all attempts, accordingly, to altt;^ 
its value, either by debasement or by raising 
its denomination, have uniformly produced ii_ 
corresponding rise .of prices. Men arti alarm* 
Sd when they see the fundamental principles 
of value thus shaken ; and they plainly per- 
ceive, that the ruin and injustice of such ar- 
bitrary innovations must finally bring back the 
coin to the sure standard of intrinsic worth. 
They refuse, therefore, to transfer their pio- 
perty on the faith of this artificial and uncer- 
tain value stamped upon, it. ; and in all their 
transactions, they are guided not by its no- 
minal ‘but by its real value. They do not 
chusc .'to give up the security of substantial 
property for the guarantee of tyranny and 
fraud. 

But intrinsic worth does not appear neces- 
sary to a subsidiary currency, because its depre- 
ciation cannot be attended with such injurious* 
|0bcts. If we suppose copper, which, through- 
lout the whole of Europe, is used solely for tlfe 
Smaller payments, to bedepreciated 50 per cent. 
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so that twenty-four halfpence really contained 
copper equal only to the value of sixpence, 
how trilling is the risk of taking such a cur- 
rency in payment, so long as it is confined to small 
juins ? Though it should be even found ne- 
cessary to make it pass for its intrinsic value, 
the loss, of an individual must still be trifling. 
He might possibly have, in his possession twen- 
ty-four of these • halfpence ; in that case lie’** 
would lose exactly the half of that sum : -but 
surely the apprehension of such a loss would 
never induce him to compare the value of cop- 
per in coin and its .Value in the market ; still 
less would he refiyse it in case he found any 
deficiency. When payments amount to L.1000 
or L.2000, the case .is different : it then be- 
comes of importance to examine the cufrency 
in which the payment is made, both as to its 
weight ami fineness, and to exact strict com- 
pensation for every deficiency. Without this 
necessary caution, trade would be a continual 
fraud, to which no man could submit with- 
out being speedily ruined. The coin, therefore, 
in which the greater payments are made, must 
in all cases . be brought to the test of its intrin- 
sic worth 5 while it is t^ie peculiar distinction of. 
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a currency Confined to the smaller payments, 
that it will circulate for an arbitrary value. 

In Rome, while copper was the prevailing' 
coin, it was current only for its intrinsic worth ; 
and in the first Punic war it was, accordingly,- 
by diminishing its weight, that the public and all 
other creditors were defrauded. Silver had been 
introduced about five years before the com- 
mencement of that war* ; and it gradually su- 
perseded copper in the main payments, though 
we cannot fix the precise period of this change. 
The fact seems certain, however ; and it is on 
this ground that Gibbon defends Justinian t 
for taking one-seventh from the weight of the 
copper coin. Copper was at this latter pe- 
riod confined to the smaller payments ; and 
on this account, what was formerly a mischie- 
vous fraud was now an improvement. Gold 
Was introduced into the Roman currency sixty- 
two years after silver t; but it never seems to 
have excluded silver from the main payments ; 


* Metrologie ; otf Traite ties Mesures, Poids, et Monnoies 
des anciens pcuples et moderncs ; Par M. Paucton, p. 385. 


-I Decline and Fall of the Roman Empire, Vol. Ill 


§ % Metrologie, &c. p. 112. 
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for the same historian, in his account of the 
Homan taxation *, states, that it required *a 
particular law to enforce the payment of the 
public revenue in gold. Pliny mentions, that 
iJu* tribute ol’ flic conquered provinces was for- 
merly exacted in silver ; and he expresses his 
wonder that gold was not preferred. Gold, how- 
ever, it !rj ipears, had aft ei wards become the more 
desirable currency, though silver had been stiH* 
collected in sufficient quantities for the main pay- 
ments, otheiwise the order to receive gold alone 
in payment of taxes would have been useless. 

In India, coppei'sloes not appear to be a 
■subsidiary currency ; and, accordingly, it will 
not pass current hut for its intrinsic worth. The 
rupee, a silv er coin of the value of about 2s. 3d., 
is the money of account*, in relation to. which, 
the mohour a gold coin, and the piee'a cop- 
per coin, are allowed to find their valuQ in the 
market ; and it invariably happens, that the 
number of pioe currently exchanged for. a ru- 
pee varies with Hie weight and "value of the 
coin ; while in this country, on the contrary, 
twenty-tour halfpence invariably exchange for 
<i shilling without regard to their weight. 

* Vol. HI. p. 106. 


* voi . iv. 


» 
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In India, the retail dealer must still collect 
Considerable quantities of copper in return 
for his goods $ and he cannot afford to take 
it, therefore, .but for its intrinsic woith *. * 

In the currencies of Europe, where coppo* 
is confined to the smaller payments, it passes for 
whatever value is fixed on it, without any exami- 
nation either of its weight or fineness.' 'Belbie 
-the year 1798, the copper coin of Great Butain 
was in a very debased state : even the mint coins 
of England, when newly issued, were ratedsa 
good deal higher than their value in copper; a 
great proportion of them' were besides much 
worn. The copper coin of Scotland was in* a 
worse state ; and the copper currencies ofsboth 
Countries were composed in a gicat measure of 
counterfeits. Although these counterfeits were 
occasionally refused, yet the mint halfpence, 
whethqr English or Scots, were always taken in 
payment, although their burrent value was pro- 
bably double their real value; and even the coun- 
terfeits, aftei some little clamoui, were current 
equally with tike mint coins. Private copper coins 
also passed for the same value and with equal faci- 
lity as other coins, until their circulation was final- 
Wmopped by the new issue of copper coins in 1 798. 

** * See Sir George Barlow’s able and accurate Report on 

Hth'e Trade, Mint, and Customs of Benares. 
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In the currency of Britain, * silver being 
a subsidiary currency circulates at an arbi- 
'trary \alue. Twenty -one shillings, though, 
according to laird Liverpool, they have lost 
.about 29 per cent, of their value, still ex- 
change for a guinea, which is perfect in its 
weight. During the reign of King William, 
‘when Ui£ silver coin was in the same debased 
.state, and when the gold coin was perfect ijj 
its weight, the case was different ; 30 worn 
and debased shillings being at that time given 
for a guinea *. Silver was then used in the main 
payments; and it.yumld not circulate but for 
it-. nitiiiisic v\oi tli. Since the great refor- 
mation of the Currency in the reign of King 
W illiam,* silver coin has been confined to the 
smallci pajments, dnd its current value has, 
m consequence, lost all connection jvilh its 
intiinsic value. In the reign of Henry VIII. 
also, daring the great debasement of tile coin 
which then took place, silver, which was great- 
ly o\ crvalued in proportion to gold, would not 

circufate but for its 'intrinsic worth : and it is 

* , 

related by Stowe, that he had seen twqnty-one 

* The silver was debased one half; and a guinea ought, 
therefoio, to have pasted for 42s* But it was received in pay- 
ment of taxes at its nominal value,* which somewhat kept Up 
If* current value* " • 
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shillings £iv$n for an angel, a gold coin, the 
current value of which was only ten shillings *. 

Dr Smith has entirely overlooked this pe- 
culiar property of a subsidiary currency ; and 
he falls, m consequence, into some serious 
mistakes. In investigating the value of the 
piecious metals at different periods, he takes 
corn as liis measure for silver as well aS gold. 
Corn, from the steadiness of its own value, iie, 
considers as a sure test of the value of other 
commodities : and he holds everv rise in its 
price, therefore, to be merely nominal, and a 
proof only of the declining value of the pre- 
cious metals ; the same quantity of corn see- 
ing, ip consequence, for a greater quantity of 
’those metals, or in other words for 'a higher 
price 1. But when gold is once substituted for 
silver, in great transactions, it is not for sil- 
ver but for gold that commodities are exchang- 
ed ; and it is clear, therefore, that their price, 
or the, quantity of gold given for them, cannot 
indicate the value of silver. The market price 
of jrorn implies its worth in gold, in which its 
price is*g>aid, and not in silver ; and because 

t to 

* im JJhre rpeol m the Coin, p. 88—90. 

* *! fSee vol. I. Digression concerning the variation in the* 
value of silver daring the course *of the four last centuries, 
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its pried is high or low, or in other words, 
^because more or less gold is given for it, no 
infeicncc can thence arise as to the value 
o( silver. The market price "of corn only 
shews the value of that for winch it is ex- 
changed. But when all the great transactions 
■Sf the* market are settled in gold, it is for 

m 

gold that it is exchanged, and not for sih er. 
When l)r Smith, therefore, infers the value 
of silver fi om the market price of corn, he is 
not awaie, that owing to the decline of sil- 
\erin the omrenej. of this country, its value 
has long ceased to influence the price of that 
o*r of any other commodity. 

Money being the foundation of all mercan- 
txle contracts, it is of great consequence that it 
should 1 cumin steady m its value. Tile value 
of coin is, however, exposed to vary ; is/, From 
the varying value of the metals of vfhich it 
is made; and, 2 dly, From the wear and tear 
of circulation*; light and worn coins being in- 
ferior* in value to those which remain perfect 
in their weight. When two tnetals are used 
in the main payments, this inconvenience is 
the more felt, as the coins of the respective 
metals are liable' to .vary, not only in relation 
to commodities, but in relation also to each 
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o.th'er ; a rise in the value of either fnetal de- 
stroying the established proportions of the cur-, 
rency, and rendering it profitable to convert 
coin into bullion. When silver coin, for ex- 
ample, is 'ordered by the regulations of the 
mint ta be exchanged for gold coin at less 

than its intrinsic value, there is an obvious ad. 

« V 

vantage in converting it into bullion, and sell- 
ing it for what it may bring in the market. If 
either of the two metals, therefore, is under- 
valued in coin, it is generally melted down 
and restored to its true value* in bullion. 
These inconveniences are inseparable from a 
metallic currency ; as, however accurately gold 
. and silver may be estimated in the currency, 
there is no guarding against the varying value 
of those metals in relation to each other ; and 

a 

in that case it becomes’ profitable to convert 

into bdllion the coin that is current at an under 

v * . 

value. 1 

Bo‘th gold and silver have been alternately 
banished from the currency of England- by an 
•erroneous estimation of their value. They have 
occasionally, also, passed current at a value dif- 
feren^from that set upon them by* the rcgula- 
the mint. After the discovery of the 
American mines silver fell in its value when 
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compared with the gold ; the gold coins were 
in consequence either melted down or export^ 
ed ; and James I. was under the necessity of 
rai<fmg their vplue nearly eleven ppr cent, when 
compared with the silver coins. It appeared, 
however, lhat this rise in the value of the gold 
win w.%s too great, as the silver coin, after this 
alteration, was almost wholly banished from 
circulation. The value of silver, however,-* 
when compared with gold continued very ra- 
pidly to fall ; so that a new valuation of gold 
became very soon necessary ; and the currency 
was exposed to cotitinual disorder from the 
constantly declining value of silver, until at 
length it reached*its lowest depression.- 

By charging something, however, for the 
workmanship of the coin, the temptation to 
melt it down will be in all cases diminished. 
Without some charge of this sort, it may al- 
ways be converted ihto bullion without any 
loss ; and in the event of a wrong estimation 
of its 'worth there will be a profit? on the ope- 
xatlon. But the price paid for workmanship 
being of course lost by the destruction of 
the coin, heace arises some security for its 
preservation. If twenty ounces of coined me- 
tjd, for example, be* equal, takiug the work- 
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manship' into account, to twenty-one ounces 
df bullion, unless a rise of more than 5 per 
cent, take place in the price of bullion, there 
will" be a los^, instead of a profit, in melting 
dowu the coin. 

To remedy the defects in Ihe British cm- 
rency. Lord King proposes to make ap acre 
rale estimate of tlie value of gold arid silver, 
•told to review it occasionally, declaring at the 
same time, 1>) public authority, for what value 
in silver coin the guinea shall pa>s current* 

A writer in the Edinburgh Review, in the 
course of his remarks o'ii Lord Liverpool’s 
work, proposes to coin guineas anil shilling'll' 
a known weight and fineness, anil to allow 

, i 

their current rate to be adjusted in the market. 
Both these plans evidently proceed upon flic 
same misconception, namely, the ncco.ssily ol 
intrinsic worth for the circulation of fhc silvei 
coin. 

Lcrd Liverpool is of opinion that the in- 
trinsic value 1 of the silver coins in metal and 
workmanship, the average value of the metal 
being- $ftken for a number of years back, should 
regulate their current value ; whilfe he proposes, 
with some inconsistency, that the charge of 
’ manufacturing the gold Coins should be takeji 
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out of the silver coins ; in which caSe the in- 
Irinsic value of the latter in metal and work, 
mnnsh'ip could not .be equal to their current 
a slue. There can be no good reason, besides, 
Tor charging the expence of the* gold coinage 
to the account of the silver coin. 

Those w ho have had the charge of the Bri- 
ti-.li coin never seem to have thought of any 
Mutable plan lor the regulation of the infer?'')' 
t miencies ; and the siher coin has according- 
! . . for moi e ( han a century , been left to its fiifc, 
though it might base been renewed with little 
double, and witlutrtf any e\]»enee. Silver coin 
•bung at present imdei rated in proportion to 
there is a* profit on converting it into bul- 
lion $• and, accordingly, all new coins vanish 
J iom cii dilation as soon as they ai;e issued. 
In the present circumstances of the currency, 
therefoie, no addition can be made to the 
stock *of silver specie ; which accordingly con- 
sists of old and worn coins without any.rcmains 
of tjjeii former appearance ; and which, though 
deficient about , one-third in their weight, still 
circulate, in consequence of being confined to 
the smaller payments, for their original worth. 
'Hie state of the silver currency thus presents 
< \ cry facility for forgery and fraud ; while its 
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high value in circulation is a standing induce- 
ment to attempts of this sort. 

It has been already shown that intrinsic 
worth must always belong to the principal coin, 
while the interior currencies will circulate with 
equal convenience at an arbitiary value. Were 
a new silver currency, therefore, to be issued^, 
at one-third more than its intnnsic worth, it 
cftuld hardly be affected by any change in the - 
market price of silver, as the metal must rise 
more than 30 per cent, before it could be pro- 
fitable to convert coin into bullion. The high 
\alue of the coin would undoubtedly atibi d a 
temptation to forgery; but to guaid against- 
this evil some dependence must be had on 
the excellence of the workmanship. Lord Li- 
verpool rcmaiks, that “ They (the silvei coins) 

“ are net only made of a metal which takes 

“ a fair and easy impression, but, being of a 
** « 

44 greater number of denominations than those ' 
“ of any other metal, their various, sizes afford a 
“ larger scope, to the engravers and artists* for 
“ tlif exercise of their respective talents, in 
“ design and execution. ” Such pains might 
therefore be bestowed on the mint silver coins 
as to dcfy,j$iitation. 

Wc hj^e no data to caloulate the quantity , 
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of silver coin in circulation. The Jesuit, of 
some calculations by Lord Liverpool makes its 
amount L.3,960,435 ; though he is of opinion 
thflt this is an over-st$fcemcnt. The silver coin 
issued at the # great recoinage in the reign of 
William IIL amounted in nominal value to 

8,0^6,092, But after silver was confined to 
smaller ’payments, the quantity in circulation 
•would of course* be greatly reduced. It is not 
likely that the nominal value of life silver coin is 
at present more than L. 2,000,000 $ and by issu- 
ing a currency to that amount, its nominal 
value being one-tlrtfd more tlmn its real value, 
government nlight gain onc-third of that sum, 
wliile the new currency would answer quite as 
well, though deficient in weight- To supply 
ijie want of silver coin, a currency of .this sort 
has been accordingly issued by the 4?ank of 
England, under the title of Bank Tokens. Its 
real worth is not equal to its nominal value ; 
and it is onr this account not so liable to be 
incited down*. 

* Since the issue of this currency the market price of • 
silver bullion has been gradually rising, and though the bank 
dollars have been successively rawed in price, they are now 
of more value in bullion than in coin, and are, in consc- 9 
quence, gradually disappearing. The cause of this rise in 
the market price of bullion I have endeavoured to explain 
when treating of paper currency. * 
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With respect to the cooper coins, they have 
been of iate years regulated on the mostmiista- 
hen views. Previous to the year 1798, when a 
new copper Coinage waa undei taken, the cbp- 
per corns circulated without any inconveniem 'c 
for more than their intrinsic woith. In 1798, 
we are inioimcd by Lord Liverpool, tjiaf it wa** 
resolved to adopt intrinsic wortli as the oa>is of 
the new copper coinage tlien tor be issued ; and 
according to this principle, acted upon for the 
first time, 1 8 J 3 tons of copper were coined by Mi 
Bou^pn into twopenny pieces, penny pieces, 
halfpence and Lathings, amounting in nominal 
value to L.£82,075. 5s. 8]d*. , * 

By this new plan of giving intrinsic wortli to 
the copper coins, they were only made more 
heavy aud cumbersome ; while the value of 
the metkl they contained, being exact!} equal 
to their 4 current value, it w r as clear that a rise 
in the market price of copper would turn the 
scale in its fav our ; in which case it w ould be 
profitable to convert the coin into bullion*, as it 
would be worth more in that form than in cur- 
rency. A rise in the market price of copper 

* Twopenny pieces - X. 6,019. 15s. 8d. 

Penny pieces ----- 1*83,177. 18s. 6d. 

Halfpence ------- $8,506. 1 8s. 4d. 

€ * Farthings - -- -- -- - 4,370. 13s. 2d. 
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accordingly took place, before the issue of the 
new coin was completed, and it was found nc T 
ccssary, therefore, to pro\ide for its safety by 
a diminution of its weight ; so that the half- 
pence and farthings last issued v^ere not so 
heavy in proportion as the penny and two- 
penny pieces. The price of copper still rising, 

* • , 

the new -currency at last wholly disappeared ; 
?pid in the morp populous parts of the coun- 
try a base currency vias substituted in its 
place. By this plan, therefore, the com- 
munity was put to a double charge ; 1^/, A 
'very useless expenc£ tor metal was incurred 
.1^ the gieat weight of these copper coins; 
and, ‘2dh/ f *1 he ^osa of this excellent currency, 
ill consequence of the quantity of metal it con- 
tained, occasioned the expence of a new coili- 
ng e • 

With respect to the particular sum for which 
tln± inferior currencies should be made # a legal 
tender, it is clear that, as the use of copper is 
to aid, not to suspersede, silver, # its station in 
the currency is thus fixed; and ii should # nof 
therefore be marie a legal tender for any sirni 
above sixpence, the lowest silver coin ; while 
silver, for a like ^reason, should not be made a 
legal tender for mocc than a guinea. Tn mat- 
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ters of »this sort, however, laws are in general 
pf little avail. In this country, for example, 
silv er is at present a legal tender for L, 2 5. But 
in the present state of the currency, when jt is 
often difficult to procure change for a guinea, .it 
is obvious that payments to that amount can ne- 
ver be gencially made in silver. If silver, there- 
fore, never exceeds what is wantetb'Vor tlfc 
smaller payments, it cannot be collected in suf- 
ficient quantities for the larger payments ; and 
though there were no law limiting its legal ten- 
der, it could not, in these circumstances, Ik* 

1®jp 

generally offered in payment oflarge sums. If 
silver, on the other hand, exceed what is wait- 
ed for the smaller payments, fco law restricting 
its legal tender will prevent its accumulation 
by the retail dealer ; as lid may soon collect a 
large quantify of silver, though none of his pay- 
ments should ever exceed 20s., for which sum 
silver ought alway s to be ? legal tender* It has 

been already shown that the use of gold in the 
$\ r 

main payments necessarily implies also its use 
in the retail trade ; those who have guineas of- 
fering them for small purchases, and receiving, 
with the commodity purchased, a balance of 
silver ih return; by which means the surplus of 
silver that would otherwise, incumber the retail 
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dealer, is drawn oft' and dispersed intb general 
circulation. But if. there is as much silver as 
will transact the small payments, independent 
oligold, the retail dealer must then receive sil- 
ver tor small purchases, and it. must of neces- 
• * 

sity accumulate in his hands. In this country 
mi excess of copper coin was issued during the 
year 1798, by private traders ; and though cop- 
,pcr is not a legal payment for more than six- 

9 

pence, the surplus soon found its way into the 
coffers of the retail dealers, who naturally tried, 
bv various expedients, to force it back into cir- 
culation ; from which, however, it was sure to 
seturn, and finally to settle in their hands. It 
was accordingly found that, \v hen this curren- 
cy was.sftjpped, copper had accumulated with the 

retail dealers, in sums of L. 20 , I.. 30, and even 

• * 

L. .50, which they were finally obliged* to dis- 
pose of for their intrinsic worth. The evil arose 
from the excessive issue of those coins by pri- 
vate traders, pn whom all recourse was gradual- 
ly lost j and the currency thus imposed on the 
public was a sure source of loss wherever it, was 
accumulated. It was against an evil of this 
sdrt that Swift, without seeing its precise na- 
ture, wrote so powerfully in the Dra pier’s Let- 
ters. The halfpence then to be issued in Ire- 



ON utE PRTNCIPLFS, &c. 


39 

land wcfe to be circulated at more than their 
intrinsic worth, for the benefit of an individual 
of the name of Wood, who had thus an inter- 
est in their excessive issue* This, and not .lie 

overvaluation of the coin, was the real evil, as 

* * 

it clearly led to an over-issue of copper, which 
would have gradually accumulated, ami brought 
certain loss on all retail dealcis. 

Though no law restricting the legal tendei 
of the inferior currencies can prevent their 
accumulation by the retail dealei >, in the event 
of their excessive issue, some such regulation 
seems, nevertheless, nccesv'iiry ; as a degiaded 
currency might otherwise he generally ofieio 1 
in payment of large sums, by fthich means, ill 
who hid money to receive would be exposed to 
seiious injury. 
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ON THE PRICE OF SUCH COMMODITIES AS YIELD 
A RENT. 

T up. price of those commodities -which are 
produced by labour and capital, cannot for any 
length of time be cither higher or lower than 
what is sufficient to pay the common rate of 
* wages and profit. Where it is higher, capital 
will be attracted from other trades by the temp- 
tation of extraordinary profit, until the supply 
b.e increased and the price reduced ; ajid where 
it is lower, capital will be withdrawn £om the 
unprofitable trade until the price rise in conse- 
quence’ of the diminished supply . This result^ 
seems to be. self-evident, because tfo commo- 
dity ^vili be produced unless it can be sold for a 
price sufficient to repay the labour ami the, 
stock, with its ordinary profit, employed in 
producing it. 

But this principle ^docs not apply to the pro- 
vince of land, which is generally sold for j 

VQL* IV. 
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price sufficient not only to repay the wages of 
la*bour and the profits of stock, but to yield a 
surplus or rent for the benefit of the proprietor. 
This high price is evidently not necessary to 
insure production, for although Jand yielded 
no rent it would still be cultivated. As long 
as its produce is sufficient to pay the wagqs of la» 
hour and the profits of stock, the labourer and the 
farmer will have all the inducement which they 
ever had to continue their industry. There will 
be no proprietor indeed to receive a return 

from their labour and capital ; but that labour 

«• 

and capital will be still as well paid as before, 

* # • 
and the same motives to excision will conse- 
quently remain. The w'hole produce of a 
mine or of a coal pit is frequently no more than 
sufficient to pay wages and profit ; in w hich case 
nothing remains for the landlord’s rent ; but we 
*lo not find that the mine is t less diligently work- 
ed on this account. 

The ‘high price which leaves a surplus or rent 

* 

to the landlord, after paying wages and profit, be- 
* ing no way necessary to production, must be ac- 
counted for on a different principle ; and it seems 
accordingly to arise from the comparative scar- 
city in which articles that 'yield a rent aie ge- 
nerally produced. It is clear that the quantity 
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of a commodity consumed, can never for any 
length of time exceed the quantity produced ; 
and it is by a rise of price that the consump- 
tion is confined within the limits -of the supply ; 
while, in the case of a more abundant supply, 
the consumption is accelerated by a fall of 
price, ; The price is, in this manner, the great 
logulator of consumption; and where a com- 
‘modity is sold ’ at sucli a price as to leave a 
surplus after paying all the necessary expences 
of its production, it will always be found that 

this high price is required to proportion the 

•• 

consumption to the supply. It is necessary, 

• * • 

for example, l^Jat the yearly supply of corn 
should hist until the produce of the succeed- 
ing season reach the market ; and the price, 
by which the daily and weekly consumption 
is* regulated, according to the supply of the 
year, is always such as to leave a* rent oix 
surplus above wages and profit. The price 
of every commodity which affords a "rent is 
regulated in the same maimer. A certain 
pi ice is necessary tc proportion the consump-* 
turn to the supply; and rent is the conse- 
quence of this high price. “ .High or low* 
“ wages,” Dr Smith justly observes, “ arc the 
9 u causes of high or low price ; high or low font 
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M is the effect of it. It is because high or low 
“ wages or profit must be paid, in order to 
“ bring a particular commodity to market, that 
“ its price is high or low. But it is because its 
“ price is high or low, a great deal more or 
“ very little more, or no more than what is suf- 
“ ficient to pay those wages and profit, that it 
“ affords a high rent, or a low rent, or no rent 
“ at all 

The price of such commodities as yield a rent 
being fixed with a view to regulate consumption, 
is in this manner wholly independent of their 
original cost ; and though it mav cost more or 
less to bring them to market, ‘they will not on 
this account be sold for a higher ona lower 
price ; for while the price answers its great 
purposQ of suiting the consumption to the sup- 
ply, it will not be affected by other causes. The 
/Voi n of improved and fertile districts ; the corn 
of lands recently brought under tillage at a 
great expenec; the corn brought from a distance 
•subject to all the charges of conveyance ; and 
the com produced in the immediate vicinity of 
the market, are all sold for the same price. 
There is but one market price for corn of equal 
quality whatever may have been its original 

tar 

4 * Vol. *1. Book I. Chap. XI. — Of the Rent of Land, 
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cost ; and indeed the very existence of rent, or 
of a surplus independent of the expences of pro- 
duction, is of itself a sufficient proof that those 
expences neither limit nor determine the price. 

The price .which exactly proportions the con- 
sumption of corn to the supply may be called 
ijts natural price. It is the centre point to 
which the market price continually tends ; and 
‘while it may fiiially settle there, it is evident 
that it cannot long remain either above or be- 
low it ; because a higher or a lower price im- 
plies an excess either of consumption or of 
supply, and it is for* the express purpose of cor- 
recting such ’irregularities that the price is 
fixed. 9 

The’ price of corn, which always affords a 
rent, being in no respect influenced by the 
expences of its production, those expences must 
be defrayed out of the rent ; and when they-, 
rise or fall, therefore, the consequence is not 
a higher or* a lower price, but a higher or 
a loVer rent. In this, view, all taxes on 
farm servants, horses, or the implements* 
of agriculture, are in reality land taxes ; 
the burden falling on the farmer during the ' 
currency of his lease, and on the landlord 
when the lease comes to be renewed, • In 
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like manner, all those improved implements 
oT husbandry which save expence to fhe fann- 
er, such as machines for threshing and reaping ; 
whatever gives him easier access to the market, 
such as good roads, canals, and bridges, though 
they lessen the original cost of corn, do not 
lessep its market price. Whatever is raved Jiv 
those improvements, therefore, belongs to the 
landlord as part of his rent. 

A writer in the Edinburgh Review, in leason- 
ing against a bounty on the exportation of corn, 
supposes, by way of illustration, a bounty grant- 
ed on production, which he concludes would oc- 
casion a fall of price. “ Its immediate effect,” 
he observes, “ would evidently be to lower both 
“ the money price and the real price to all pur- 

“ chasers in the home market. Part of the old 

< 

” price, instead of being paid by the purchaser 
“ himself j would now be paid for him. by Ihe 
public, and while he paid so much less, the 
“ farmer would receive altogether the same 
“ sum as before. The farmer would no doubt 
“ be willing enough to keep up the market 
“ price to its original rate, that he might thus 
“ increase his receipts by the whole of the 
** bounty ; but the same power of competition 
“ which had before adjusted his profits would 
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u continue to adjust them to the same rate, 
“ by reducing his receipts from the private pur* 
<c chaser, in proportion to his new receipts irom 
“\he public. Notwithstanding this bounty, 
c< therelore, the profits of* the farmer would, by 
“ the operation of the principle of competition, 
4 * subsidy towards their former level V* 

The writer here evidently mistakes the na- 
ture of rent, which is really a bounty on the 
production of com. It is a surplus paid by the 
consumer over and above the profits of the 
farmer, and is in substance, therefore, the ^ame 
as the bounty proposed to be paid by the pub- 
lic. Such a bounty, were it actually paid, would 
increase the rent. It would not reduce the price 
of* coin, which depends on its plenty or scarci- 
ty ; and a, bounty on production, which would 
not increase the supply, would not thciffore re- 
duce the price. 

Kent being a surplus above wages and profit, 
whatever yields this surplus may be said to pay 
a rent. The inventor of a machine for abridg- 
ing labour, were he to keep his secret, might, 
sell his goods for such a price as w T oukl yield a 
rent or surplus abov e wages and profit \ but when, 
the secret is known^and others come to abridge 


* Edinburgh Rcvie*, Vol. V. p. 194. 
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labour in the same way, the competition reduces 
'the price, and his advantage is lost. In this 
manner improvements in manufactures benefit 
society by a fall of price on the goods manufac- 
tured ; but improvements in agriculture, which 
occasion no fall of price, benefit only the land- 
lord by an increase of lent. Manufacturing in- 
dustry increases its produce in proportion to the 
demand, and the price fills ; but the pioduce of 
land cannot be so increased ; and a high pi ice is 
still necessary to prevent the consumption from 
exceeding the supply. * 

When Dr Smith considers the extraordinary 
profit derived from secrets in .manufactuies as 
the high price of the manufactuici’s pyjvatc la- 
bour*, he clearly mistakes, the nature of this 
profit, which is in no respect different from the 
rent of land. It is a surplus above "wages and 
^profit, wjiich the consumers are content to pay 
rather than want the commodity. And where- 
in does*it then differ fiom the suf plus paid lor 
the produce of land ? The produce of some 
.fine Vineyards can be sold, it appears, at a price 
which leaves even a greater surplus than the 
.price of corn t. Now, supposing the quality 
for which this price is paid were derived, not 
from, the soil or situation, but from some se- 
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cret process of manufacture, in what respect 
would the gain in either case differ, unless 
that it would be called prolit or rent according 
as it arose front the manufacture or from the 
land ? 

See Vo). I. Chap, VII. t Ibid. 
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The price of labour, like that of every commo- 
dity which is bought and sold, rises ox tails 
with the demand ; a great or a small demand 
being invariably followed by high or low wages. 
But the demand itself is regelated by certain 
general causes, and particularly by the state of 
the national stock , which being the great fund 
.for the employment and support-of labour, the 
demand will vary in proportion a» it increases 
■ or declines. 

This has been sufficiently explained by Dr 
Smith ; and Mr Malthus, pursuing the same 
views, has pointed out the process by which 
tliege effects are produced. The progress of 
population, as it is illustrated by that original 
writer, influences so immediately the condition , 
ofthe labourer, that the subject seems to require 
a > short abstract of his leading doctrines. 
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The tendency of mankind to increase be- 
yond the means of their subsistence is the 
great principle on which the whole theory 
of population may be said to rest, and ’it is 
confirmed by. the most decisive facts. Where 
there is plenty of provisions, the population 
of a eoujitry will double in fifteen years ; 
and examples of this rapid progress have ac- 
tually occurred in new colonies, with plenty 
of subsistence for their increasing inhabitants. 
The question is, why there is not everywhere 
the same rapid increase ; and why the human 
race does not thus perpetually double in a geo- 
nfctrical series, ’ until they fill the whole earth ? 
If a population of ten thousand is doubled in 
fifteen years, why should not ten millions be 
doubled in a like period? The reasorr plainly 
is, that the food for ten millions cannotTxTso 

easily doubled as the food for ten thousand. In 

* • 

a new settled country it is the abundance of 
Jatul and subsistence which allows the popula- 
tion fkecly to expand. But as inhabitants mul- 
tiply, the demand for new land increases, while 
the supply gradually diminishes ; and the coun- 
try being at length wholly occupied and filled 
with inhabitants, neyv land can no longer be 
procured ■, so that while the population could 
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stiltfbe doubled in fifteen years, their means of 
support can now only arise from the slow pro- 
cess of improved cultivation. It thus appeals, 
that while the principle of population daily 
gathers new strength and new powers of in- 
crease, the facilities for supplying food arc daily 
diminishing ; and it seems quite certain, thqt 
if a country long settled and well peopled were 
to increase, for ever so short a period, with the 
rapidity of a new colony, it would be speedily 
brought bach, by famine and disease, to the 
standard of its food. It farther appears, that 

« t 

when a country is wasted by disease new inha- 
bitants quickly arise to repair the loss. The 
abundance of food and the scarcity of .hands oc- 
casion both cheapness and high wages * . There 
is thus every encouragement to marriage ; and 
accordingly we find, from the parish registers, 
that a period of great mortality is regularly fol- 
lowed by an unusual proportion of marriages. 
The liirths follow in due course ; and thus the 

void occasioned by disease is speedily filled up. 

<• 

* It is against this supposed evil that the 25th of Ed- 
ward III. is directed, “ Whereas,*’ it commences, u late 
* c against the malice of servants which were idle, and not 
u 'willing to serve after the pestilence without taking excessive 
ft yqges ; it was ordained,” &c. 
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A country wasted by disease is in the same con- 
dition as a new colony ; there is a great supply 
of|food and a limited supply of people ; the 
principle of population is set free’ from its ordi- 
nary restraint’s ; and inhabitants soon multiply, 
to consume thtj surplus subsistence of the coun- 
try, and to fill up the measure of its popula- 
tion. The same principle is exemplified in some 
of the unhealthy villages of Holland, where, 
though the proportion of deaths is great, the 
inhabitants arc not the fewer on this account. 
'Hie loss is made up, by a greater proportion of 
births ; there is, a quicker process both of reno- 
vation and of doc ay ; and were the fact other- 
wise, — w tie the power of population insuffi- 
cient to supply thik waste, the human race 
would perish under the casualties to wVisJ?,!*. 
is exposed. 

•But if the population be thus kept up under 
a more than ordinary mortality, it is evident 
that a principle which acts so powerfully must 
be repressed where no such mortality pre\ a^ls ; 
where there is no such void to be filled up ; 
and where, if the population increased at the 
•same rate, it must be speedily reduced b) 
famine and disease Within its limited supply of 
food. In healthy and well peopled cqmmunv- 
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tie!*thc want of subsistence is accordingly the 
great obstacle to any rapid increase of inhabi- 
tants, and it is by lowering the wages of labpur 
that it operates on the great body of the com- 
munity. 

The wages of labour, though .paid in money, 
really consist of the necessaries width moht'y 
purchases. It is from this fund that labour is 
paid ; and where there is no such fund there 
will be no great demand for labour, because 
there is no provision tor its payment. In 
new colonies, the progress pf cultivation is con- 
tinually enlarging the funds for the support, of 
labour. The necessaries of life are in abun- 
dance, the demand for labour is great,‘tmd there 

are ample funds lor its payirtent. In such favour- 
* 

^'.'.Circumstances population rapidly increases ; 
the supply of labourers gains upon the demand, 
and wages decline. At -length, however, the 
funds for the maintenance of labour become 

A. f 

stationary ; and as a limited supply of food can 
only support a limited number of people, it is 
clear that .population must soon be checked 
and become stationary also. But population 
may be retarded either by calamities which oc- 
casion a positive loss of 'people, or by causes 
which prevent their increase j and the prevalence 
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of the one or the other of these causes'Nvill^ 
determine the condition of the labourer. First t 
the inhabitants of a country may so increase in 
relation to subsistence, that numbers will be 
left unprovided for by the least failure of the 
ordinary supply. When this happens, famine 
and disease will bring the population within the 
limits of its food ; and here of course wages 
will be low, and the labourer’s condition miser- 
able. Secondly , the natural dread of want, or 
the desire of comfort, may avert these conse- 
quences, by discouraging marriage, and thus 
preventing so great an increase of inhabitants. 
The effect of thij principle, which regulates the 
proportion between population and subsistence, 
will of course depend on the general state 
of manners among the labourers themj^LT.?-* 
Where the labourer is content, as in China, 
to, propagate his racp at the expence of every 
comfort, population will increase until poverty 
and wretchedness become the general condition 
of the labouring classes, llut in a community 
of a diflereut character, where the habits of the 
labourer are improved, he will not submit to 
( marry and rear a supply of labour on such hard 
conditions ; and in these circumstances popuia- 
» ion can ne\ er increase so far as to diminish <hg 
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^ate of wages below what is necessary to main* 
tain him in comfort. The labourer may thus 
be said to have the fixing of his own wagjjcs, 
because when the supply of food is stationary, 
it will depend on himself at what point to stop 
the supply of people. 

In a declining community where* there a 
continual decrease both of subsistence and of 
revenue, the labourer, whatever be his habits, 
will be in poverty, as the inhabitants will be 
rapidly reduced by famine and disease to the 
diminished supply of their food. Here his 
struggle will be vain even for bare necessaries ; 
and his misery will continue, 'until the prevail- 
ing mortality has cleared the counfay of the 
population which it cannot support. But in a 
community, such calamitous effects^ 
can be produced by nothing short of hostile 
violence or civil conunotipn. 

Dr Smith observes, that the demand for la- 
bour necessarily increases with the revenue and 
stock of the society. “ The increase of reve- 
“ nue and stock,” he continues, “ is the in- 
“ crqase of national wealth. The demand for 
“ those who live by wages, therefore, naturally 
increases with the increase of national wealth, 
^nd cannot possibly increase with out it.” » 
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Mr Malthus maintains that an increase of the * 
national stock,- unless where it partly consists 
of food, will not be followed by a rise of wages ; 
because, while there is no increase of food, 
the labourer} though he may receive more 
money, will not by that means be enabled 
ta^rocure more necessaries. The wealth of 
a society, he observes, may, according to Dr 
Smith’s definition, increase, without having a 
proportional tendency to increase the comforts 
of the labouring part of it ; and after add- 
ing, that the comforts of the poor must neces- 
sarily depend on the funds destined^ for their 
maintenance, he- thus proceeds “ The error 
“ of Dr -Smith lies in representing every in- 
“ crease of the revenue or stock of a society, 
“ as a proportional in ci-ease of these 
“ Such surplus stock or revenue will indeed 
“ always be considered by the individual pos- 
“ sessing it, as an additional fund from which 
“ he may maintain more labour ; but, with re- 
“ gard to the whole country, it will not be *an 
“ effectual fund for the maintenance of an ad- 
“ ditional number of labourers, unless part of 
“ it be convertible into an additional quantity 
“ of provisions $ and it will not be so converti- 
tol. iv. n 
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-‘J ble where the inerease has arisen merely 

“ from the produce of labour, and not from 

“ the produce of land. A distinction majpin 

“ this case occur between the number of hands 

“ which the stock of the society could employ, 

“ and the number which its territory can main- 

“ 'tain. • 

“ I)r Smith defines the wealth of a state to 

“ be the annual produce of its land and labour. 

“ This definition evidently includes manufac- 

“ lured produce as the produce of the land. 

“ Now, supposing a nat.ipn, for a course of 

“ years, to add what is saved ( from its yearly 

“ revenue to its manufacturing capital solely, 

“ and not to its capital employed upen land, it 

“ is evident that it might' grow richer accord- 

**•■*&»£ to the above definition, without a powers. 

“ of supporting a greater number of labourers, 

« 

“ and therefore without any increase in the real 

“ fupds for the maintenance of labour. There 

€ 

“ would, notwithstanding, be a demand for la- 
“%bour, from the extension of manufacturing 
“ capital. This demand would of course raise 
“ the price of labour ; but if the yearly stock 
“ of provisions in the country were notincreaS' 
w ing, this rise would sooh turn out to be merely 
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“ nominal, as the price of provisions must neces- 
sarily rise with it Mr Malthus then states, 
tfyit by the improvements in manufacturing ifia- 
chincry which -would takp plate, the annual 
produce and* the wealth of the country might, 
according to the definition, be increasing, and 
fli&t npt *very slowly ; and he farther adds, — 

“ The question is, How far wealth, increasing 
“ in this way, has a tendency to better the con- 
“ dition of the labouring poor ? It is a self- 
“ evident proposition, that any general ad- 
“ vance in the prjge of labour, the stock of 
“ provisions remaining the same, can only be a 
“ nominal advance, as it may shortly be fol- 
“ lowed , by a proportional rise in provisions. 

“ The increase in tire price of labour, which we 
‘have supposed, would have no permanent cf - 
‘‘j feet in giving to the labouring poor a greater 
“ command over the necessaries of life. In 
“ this respect they would be nearly in thqsamc 
“ state as before t.” 

Mr Malthus here takes it for granted, that 
every addition to the labourer's wages will be 
employed in purchasing food. It is evident, 

* * Essay on Population, Vol. II. Book III. Chap. VIE 
p. 191. 

i + Ibid. p. 19iJ. 
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however, that if his former wages were suffi- 
cient to supply him with abundance of food..* 
the addition will be spent not in purchasing 
more, but in purchasing other necessaries and 
comforts. The demand for labour, occasioned 
by an increase of wealth, will therefore raise 
wages, not by giving the labourer mere, provi- 
sions which he does not want, but more money 
which will enable him to extend his enjoy- 
ments. An increase of food will indeed be re- 
quired for the support of more people j but by 
means of higher wages the same number of 
people, with the same supply of food, will ac- 
quire a larger share of generij comfbrts. 

Reasoning upon the fallacy that every in- 
crease of wages will be spent in purchasing food, 

. Mr M althus assumes, that though a demand 
for labour, occasioned by an increase of trading 
capital, would raise its money price, the price 
of provisions would rise along with it ; and that 
the additional money of the labourer would 
consequently bring him no real increase of en- 
joyments. But • upon this principle, it is evi- 
dent that wages might continue rising ad infini- 
tum, It is not by* money, but by what is pur- 
chased with money, that wages are really paid ; 
and it is of no moment whether the money 
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given to the labourer be denominated five, ten,- 
^r twenty shillings, provided these sums are all 
of* the same value in the market. The labourer, 
therefore, when he found his increased wages 
attended with no real improvement of his con- 
dition, would demand a second rise on the same 
pwncipld which enabled him to obtain the first ; 
and thus the money price of labour would con- 
tinue rising until stopped by a real rise of 
wages. 

Every increase of capital, therefore, tends di- 
rectly to raise wagas,and indirectly to ameliorate 
the condition of the labourer by the general im- 
provement of society. The progress of wealth 
gives rise to a more refined and luxurious con- 
sumption; and as* the community adyances in 
.taste and opulence, the growingdemand foi luAU- 

t es naturally calls forth the exertions of skill and 
gentility in every branch of manufacture. A 
new class of workmen gradually arises, whose 
industry being more highly prized, is better re- 
warded than common labour ; and thus, bj» em- 
ploying the labourer in works of superior jfrt 
and elegance, for which he receives higher 
wages, an increase of capital leads to a substan- 
tial improvement of* his condition. 

Mr Malthus proceeds to illustrate his d«Jc- 
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.trine by referring to the situation of China, . as 
to which Dr Smith had remarked, that with' 
different laws and institutions, and with greatfh 
attention trt foreign commerce, the wealth of 
that country might be increased. ■“ The qucs- 
“ tion is,” as Mr Malthus suggests, “ Would 
“ such an increase of wealth be an inttronse hi 
“ the real funds for the maintenance of labour, 
“ and consequently tend to place the lowei 
“ classes in China in a state of greater plenty?” 

Upon this subject it is to be observed, that 
in China, owing to the redundant population, 
the market is always overstocked with common 
labourers, who arc conscquently.rcduced to bare 
necessaries ; and to persons in their condition, 

it is evident that without an increase of food, 

« 

rise, of wages will be attended with any be- . 
nefit, nor *in such circumstances, can any great 
demand* for labour arise, because there are no 
funds for its payment. But with regard to the 
superior order of labourers who arc employed in 
the finer manufactures, it is evident that their 
wages may be increased not by more food, which 
they do not want, but by comforts.and luxuries, 
to- which there is no limit. 

** If trade and foreign commerce,” Mi* Mal- 
thas proceeds to observe, “ were held in great 
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“ honour in China, it is evident, that, from the 
great number of labourers, and the cheapness 
c V>f labour, she might work up manufactures 
“ for foreign sale to an immense amount. It is 
“‘equally evident, that from the great bulk of 
“ provisions, and the amazing extent of her in- 
“ Jane] torritoiy, she could not, in return, import 
u such a (juantity as would be any sensible ad- 
c; dition to the annual stock oi* subsistence in 
“ the country. Her immense amount of manu* 
“ faetures, therefore, she would exchange chief- 
“ ly lor luxuries collected from all parts, of the 
•“ world. At present, it appears that no labour 
“ whatever is spared in the production of food. 
“ The Gountry is rather overpeopled in propor- 
tc tion to what its stock can employ ; and labour 
• fi is therefore so abundant, that no pains are* 
T taken to abridge it. The consequence of this 
\ is, probably, the greatest productioif of food 
c; that the soil can possibly afford ; for it will be 
wt generally observed, that processes fbr*abridg- 
“ ing agricultural labour, though they may cn- 
t£ able a farmer to bring a certain quantity of* 
grain cheaper to market *, tend rather to di- 

* Mr Malthus has hcije fallen into the error of supposing, 
that because it costs less to produce corn, it will therefore be 
brought cheaper to market. In the observations On '*4ie - 
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“ minish than increase the whole produce. An 
** immense capital could not be employed in 
“ China in preparing manufactures for foreign 
“ trade, without taking oft' so many labourers 
from agriculture as to alter this state of 
“ things, and in some degree to diminish the 
“ produce of the country. The demand for rh?- 
“ nufacturing labourers would naturally raise 
“ the price of labour ; but as the quantity of 
“ subsistence would not be increased, the price 
“ of provisions would keep pace with it, or even 
“ more than keep pace with it, if the quantity 
“ of provisions were daily decreasing. The 
“ country would, however, be evidently advan- 
“ cing in wealth ; the exchangeable value of 
“ the annual produce of its land and labour 
wp.uld be annually augmented ; yet the real , 
“ funds for the maintenance of labour woulc 
“ be stationary, or even declining ; and- con se- 
“ quently the increasing wealth of the nation 
“ would tend rather to depress than to raise the 
“ condition of the poor. With regard to the 
** command over the necessaries of life, they 
“ would be in the same, or rather worse state 


Price of such Commodities as yield a Rent, I have endea- 
voured to shew, that though corn is produced cheaper, it will 
not therefore be sold cheaper. 
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“ than before j and a great part of them would 
"‘.have exchanged the healthy labours of agri- 
“ culture for the unhealthy occupations of ma- 
“ nufacturing industry 

Mr Malthas here supposes, for the sake of 
the argument which it affords, a case which can 
nc'cer happen, namely, a community improving 
in all the arts which minister to comfort and 
elegance, and neglecting agriculture, on which 
it must depend for subsistence. He supposes 
that, while a nation is rapidly accumulating 
commercial wealth v capital will be withdrawn 
from agriculture ; whereas, it is obvious, that a 
proportion of ' the additional capital acquired 
by trade *will be employed in the improvement 
of land ; that an increase of produce will be the 
consequence $ and that additional funds will . 
tl/us be provided for the maintenance of labour. 
Ir.is nob easy to imagine, therefore, ho#, even 
in China, an increase of commercial wealth will 
tend to depress the condition of the poor ? 

Mr Mai thus, whose general doctrine lepds 
him to overrate agriculture at the expence of 
trade, observes, in comparing the progress of 
.two countries, the one devoted to agriculture 

* Essay on Population* Vol. II. Book 1IL Chap,. VII. 

203 — 205 . 
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and the other to trade, that in the one “ which 
“ had applied itself chiefly to agriculture, the ' 
“ poor would live in greater plenty, and po^ui- 
“ lation would rapidly increase ; in that which 
“ had applied itself chiefly to commerce, the 
“ poor would be comparatively but little bene- 
“ fited, and consequently population- would 
“ cither be stationary or increase very slowly.” 
Take Poland for an example, whose surplus 
subsistence does not support a native popula- 
tion, being exported for the manufactures of 
richer countries. Labour is paid not merely 
with food, but with lodging and clothing, a 
supply of which is provided by trading capital. 
An increase of food, therefore, without any in- 
crease of trading capital, is not of itself a fund fos 
the support of more labour; and Poland, with- 
out manufactures, is forced to export her sur- 
plus subsistence for the manufactures of other 
countries. It is not food which is here wanting 
for the maintenance of labour, ’ but capital to 
supply materials, and skill to set industry to 
work ; and were this want supplied, the surplus 
subsistence of the country, which .is now ex- 
ported for tire produce of other nations, would 
^ speedily absorbed by i rising generation of 
ats own industrious manufacturers. The ac, 
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count which Mr Mai thus gives of an agri- 
cultural country, is thus contradicted by the 
fact- ; for we here find population with plenty 
of food kept back by the want of employ- 
ment. 

The wages of labour, it has already been re- 
nicked, consist not in money, but in what mo- 
ney purchases, named)', provisions arid other ne- 
cessaries ; and the allowance of the labourer out 
of the common stock will always be in propor- 
tion to the supply. Where provisions are cheap 
and abundant, his slyire will be the larger ; and 
inhere they are .scarce and dear, it will be the 
less. II is wages. will always give him his just 
share, and they cannot give him morei It is an 
opinion indeed adopted by Dr Smith, and most 
Ollier writers, that the money price of labour 
is^Tcgi dated by the money juice of provisions, ' 
and that when provisions rise in price,' wages 
rise in proportion. But it is clear that the ju ice 
of labour has no necessary connexion with the 
price of food, since it depends entirely on the 
supply of labourers compared with the demand. 
Besides, it is to be observed that the high price 
of provisions is a certain indication of a defi- 
cient supply, and arises in the natural course of 
filings for the purpose of retarding the cqnstmty- _ 



► .00 


ON THF. WAGES OF LABOUR 


tion. A smaller supply of food shared among 
the same number of consumers, will evidently 
leave a smaller portion to each, and the- la- 
bourer must bear his share of the common want. 
To distribute this burden equally, and to pre- 
vent the labourer from consuming subsistence 
so freely as before, the price rises. 'But wages 
it seems must rise along with it, that he may 
still use the same quantity of a scarcer commo- 
dity j and thus nature is represented as coun- 
teracting her own purposes, — first raising the 
price of food to diminish the consumption, and 
afterwards raising wages to give the labourer the 
same supply as before. 

The English poor laws have been justly found 
fault with, for giving money to the labourer in 
'proportion to the price of corn. But (lo w." 
not charge nature with a similar error, when We 
maintain that wages keep pace with the price 
of provisions ; that when the price of provi- 
sions rises to curtail the consumption of the 
labourer, wages rise for the opposite purpose of 
still leaving him the same abundant supply ? 
Every failure in the supply of food requires a 
diminished consumption ; and consumption can 
onljrbe diminished by a? rise of price. It is 
.th'e rise, of price which measures out to the la' 
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bourer his diminished allowance from a defi- 
cient crop ; and a rise of wages could in that 
case only create an unavailing struggle for more 
provisions than -the supply affords,. 

The great $vil of the labourer’s condition is 

poverty, arising either from a scarcity of food 

or of worjc : and in all countries, laws without 
* • 

number have been enacted for his relief But 
there are miseries in the social state which le- 
gislation cannot relieve ; and it is useful there- 
fore to know its limits, that we may not, by 
aiming at what is impracticable, riliss the good 
.jvhich is really in our power. 

* By the increase of population, without any 
increase of food, the same supply must be divid- 
ed among a greater jnumber of consumers, each 
of whom will of course have a smaller share ; and 
the same effects must follow from a decrease of 
food without any decrease of people. In such 
cases the law has generally interfered, either 
to regulate wages, or to extort money frdm the 
rich 'to be divided among the poor. But the 
evil is a scarcity of rood ; and for this there is 
no sufficient remedy but an additional supply.' 
Laws and donations of money are alike ineffec- 
tual, because it is not. money, but food which 
is required. Though the wages of every labpur- 
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er were doubled or tripled, this want would 
still remain, nor can any one class obtain relief 
from the general pressure except at the expence 
of another. Every society is, besides, chiefly 
composed of labourers, and as there is no other 
order of men to fill their place, it is by their 
privations alone that a deficient supply .caft^Jbe 
made to last as long as the produce of ordinary 
years. These views are illustrated by Mr Mal- 
thus with singular originality and clearness. 
“ The price of labour,” he observes, “ when 
“ left to find its natural level, is a most impor- 
“ tant political barometer,* expressing the rela 
“ tion between the supply Of provisions and 
“ the demand for them — between the, quantity 
“ to be consumed and the .number of consum- 
“ ers ; knd, taken on the average, independenf- 
“ ly of accidental circumstances, it further ex- 
“ presses, clearly, the wants of the soqiety re- 
“ specting population, that is, whatever may 
“ be fue number of children to a marriage ne- 
“ cessary to maintain exactly the present po- 
piilation, the price of labour will be just suf- 
u ficient to support this number, or be above 
“ it, or below it, according to the state of the 
“rfcal funds for the maintenance of labour, 
** whether stationary, progressive, or - retro- 
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“ grade. • Instead, however, of considering it 
“ in this light, wc consider it as something 
“ which wc may raise or depress at pleasure, 
“ something which depends principally on his 
“ Majesty’s Justices of the Peace. When an 
“ advance in the price of provisions already 
“ expresses that the demand is too great for 
“ the supply, in order to put {he labourer in 
“ the same condition as before, we raise the 
“ price of labour, that is, we increase the de- 
“ mand, and aro then much surprised that the 
“ price of provisions continues rising. In this 
«“ wc act much in tfie same manner as if, when 
“ the quicksilver in the common weatherglass 
“ stood fit stormy, we were to raise it by some 
“ forcible pressure, to settled fair, and then be 
“ greatly astonished that it continued rain- 
<£ ing 

. A general scarcity of work can only be re- 
medied by increasing the funds for the support 
of industry ; and no plan which has not this 
effect will in the least improve the labourer’s^ 
condition. The employment of the poor in 
workhouses, which is the remedy provided by 

* Essay on Population, Vol. II. Book JU. Chap. I- 

p. H>V>, ICC. » 
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law, creates no new fund', for the maintenance 

_ V 

of labour. It merely diverts a portion of the 
old stock into a different channel. Even if 
there were no such establishments, the mate- 
rials which are there worked up would set in- 
dustry in motion, under the more careful in- 
spection of the private manufacturer 4 and the 
effect of such ^projects is, not to increase the 
funds of industry, but to change their manage- 
ment— tJ^fake them from those who have an 
interest in faithfully administering them, and to 
place them under less careful overseers, where 
they may be abused or lost. This effect if 
clearly pointed out in an old treatise of Daniel 
De Foe, entitled, “ Giving Alms no Charity,’-' 
quoted by Mr Malthus and Sir F. Morton 
Eden, where it is observed, that for every 
skein of worsted spun in the workhouse, there 
must be a skein the less spun by some poor fa- 
mily that spun it before^ and for every piece 
of bays made at Londor, there must be a piece 
the less made at Colchester, or somewhere else. 
This employment of the poor, he therefore 
adds, is “ only transposing the manufacture 
“ from Colchester to London*, and taking the 
feread out of the mouths of £he poor of Essex, 



6 5 


ON THE WAGES OF LABOUR; 

“ to put it into the mouths of the poor of Mid- 
“ dlesex*.” 

It is obvious that all such plarts of general 
benevolence aye inconsistent with the fixed or- 
der of human society. The calamities to which 
the- labouring classes are exposed, arise from 
causes which legislation cannot controul ; and. 
too' statesman therefore who knows the limits 
of his power will enter into scheme^ either for 
providing the labourer with work or for regulat- 
ing his wages. In former times, however, the 
law seems to have been considered by the legis- 
lators of Europe as the efficient remedy for 
"■ every grievance •> and in place of leaving the 
labourer to depend on his own industry and 
prudence, they have generally endeavoured 
to fix his condition by arbitrary regulations. 

In Scotland a legal provision was formerly 
established for the maintenance of the, poor ; 
but owing to the manners of the people, which 
attach disgrace to dependent poverty, the system 
has fallen into disuse, and the poor are now 
chiefly maintained by voluntary charity* 

* See Extract from this performance, in Sir F. M. Eden's 
elaborate work on the Poor Laws, Vol. I. p. 201, 262.-*-See 
’ also Malthus on Population, Vol. II. Book III. Chap VI. 
p. 185. 

VOL. IVi ft 
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In England the laws for the relief of the 
poor, in place of falling into disuse, have been 
carried far beyond the original plan. By the 
42d of Qneen Elizabeth, on which the present 
system is founded, the justices are required to 
set to work poor children, or those who are 
able to work and cannot find employment. 
They are also empowered to levy whatever' as- 
sessment they may think necessary for the re- 
lief of the poor, and to judge who are fit ob- 
jects of public charity. It is the opinion of 
Sir F. M. Eden, that this act of Queen Eliza- 
beth had no relation to 'tnc able bodied la- 
bourer, but was only meant-for the relief of 
those who either had not work, or who were 

f 

unable to work. In later times, however, re- 
lief has been extended to all classes of la- 
bourers, and its amount has been regulated by 
the high price of pro\ isions ; although it is ob- 
vious that to add generally to the earnings of 
the labourer when wages arc low, or when the 
price of provisions is high, is in effect the same 
thing as forcibly to raise wages, or to fix a 
maximum on the price of provisions. 

According to these notions, we are informed 

by Sjr F. M. Eden*, that in 1795, the following 

* 0 

* Inquiry into the Poor Laws, Vol. I. p. 5*7G. 



ON THE WAGES OF LABOUR. 


67. 


plans were proposed in several counties: 1st, 

’ That in pursuance of the 5th of Elizabeth, the 
magistrates should either regulate the lowest 
rate of wages ; ' or 2 dly. That the money price 
of labour should be regulated by the necessities 
of the labourer ; and that his earnings, where 

\ they wpro not sufficient for his maintenance, 

» 

should be made up by a parish contribution. 
The second plan was adopted. A table was pub- 
lished for the direction of the magistrates and 
overseers, in which the wages of the labourer 
were computed according to the price of bread 
*>r the number of his family ; and by this rule, 
a labourer with ^’family of seven children was 
allowed 25s. per week. During the scarcities 
of 1800 and 1801 this principle was generally 
acted upon ; and Mr Malthas mentions, that he 
has known a labourer, whose earnings amounted 
to ^ 1 s. per week, receive 1 4s. from the parish. 

*« Such instances/' he observes, “ could not pos- 
“ sibly have been universal, without raising the 
“ price of wheat very much higher than it wjis « 
“ during any part of the dearth. But similar 
“ instances were by no means uufrequent ; and 
the system itself of measuring the relief given 
“ by the price of grain, was general.” The result 
jias been such as might have been e.%pectiM._„ 



69 


ON THE WAGES OF LABOUR. 

The number of paupers, and the funds required 
fortheir maintenance, have rapidly increased, in- 
somuch that, in the year 1801 , the latter amount- 
ed to the enormous sum of ten millions, though 
formerly not exceeding three millions. 

These facts fully prove the impolicy of theEng- 
lish poor laws, and indeed of any such«ex,terlsive 
system for the maintenance of the poor. The 
enormous sums levied from the rich, and 
wasted in this ineffectual charity, form but a 
small evil in comparison of the general debase- 
ment of character to which it necessarily leads. 
The labourer being once taught the pernicious, 
lesson of trusting to a public provision for his 
support, loses all the energy of honest indepen- 
dence, and in place of exhibiting the virtues of 
industry and prudence, his character degene- 
rates into the opposite vices of idleness and 
mendidity. That the popr laws may mitigate 
cases of severe distress cannot well be question- 
ed. But when it is considered that they neces- 
sarily require a system of harsh restraint — 
that they obstruct the free circulation of in- 
dustry— -that they are a constant source of ty- 
ranny, contention, and legal wrangling, and, 
that they also give rise $o alienation between 
J;h|$iieh and the poor,— -it may well be doubted^ 
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whether the good which they produce is not 
far overbalanced by the evil which accompa- 
nies it. From the excellent remarks with 
which Bishop' Burnet concludes his history, 
it appears that these considerations had not 
escaped that eminent writer. “ It may be 
“ thoqght, ” he observes, “ a strange mo- 
“ tion from a bishop, to wish that the act 
“ for charging every parish to maintain their 
“ own poor were well reviewed, if not taken 
** away ; this seems to encourage idle and 
“ lazy people in their sloth, when they know 
“ they must be maintained. I know no other 
“ place in the .world where such a law was 
“ ever made. Scotland is much the poor- 
** est part of the island ; yet the poor there 
“•are maintained by the voluntary charities 
“ of the people. Holland is the perfectest 
“ pattern for putting charity in a good me- 
“ thod ; the poor work as much as they can ; 
“ they are humble and industrious ; they never 
“ ask any charity, and yet they are all well .» 

“ lieved.” 

Upon these and similar grounds, various 
.plans have at different times been suggest- 
ed for the gradual alyjlition of the poor laws, 
and some, looking chiefly to the pernicidus- 
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effects of the system on the character of the la- 
bouring classes, have proposed as a remedy for 
the evil to establish schools, where the labourer 
may be instructed, and gradually so improved 
in his habits, as to be raised above the dis- 
grace of receiving parish relief. But the ra- 
dical error is, the maintenance of the podr at 
the public cxpence, which necessarily leads 
to dependence with all its degrading conse- 
quences ; and as long as the exertions of in- 
dustry are weakened by this assurance of pub- 
lic support, it is vain to expect any favourable 
change in the moral habits of the people. \ 
Mr Mai thus proposes a law for excluding 
from parish relief all lawful child Ben born 
one year, and all illegitimate children born 
two years after its enactment. But this plan, 
however effectual for the gradual abolition 
of the poor laws, provides no remedy for 
the errors of their actual administration. 
These consist chiefly in extending to per- 
sQps in health and strength the provisions 
of the original statute of Queen Elizabeth, 
which were intended only for the benefit of 
the sick and infirm, and in increasing the- 
amount of the relief given in proportion to the 
..high price of corn. The impolicy of such re- ; 
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gulations has been already pointed out ; and 
indeed it is sufficiently obvious, that any at- 
tempt to mitigate the calamity of a deficient 
supply of food by a rise in the money price of 
labour, can only aggravate the general distress. 
The necessary effect of such a deficiency is to 
thr„ow.a Certain burden on the labourer, which 
no donations of money can possibly lessen ; and 
with regard to those who are unable to work, 
as the object is merely to place: them on a level 
with common labourers, the relief given should 
be measured not by the price of corn, but by 
the general rate of wages. If the poor laws 
were to be administered on this principle— -if 
all sort of charity were, after due warning, to 

be denied to the common labourer who is able 

* 

to work — and if in the recurrence of scarcity 1 
the practice of measuring out relief by the 
prjee of provisions were to be entirely forborn, 
the poor would be maintained in equal cpmfort 
at much less expence ; and matters being thus 
regulated in the mean time, it might afterwards" 
become a question whether, in place of any pub- 
lic provision for the relief of the poor, they should 
. not be left, as in Scotland, to voluntary charity. 
Experience certainly proves the danger 'of 
f abuse in all systems Of public charity pand ft is 
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a question whether this can be sufficiently guard- 
ed against by any regulations, however careful. 
With respect to the quantum of relief given, it 
is clearly better to fall short than to exceed, as 
what is wanting in public may be supplied by 
private benevolence, while there is no remedy 
for excess. * . 

But however necessary it may be from view*- 
of policy to limit public charity, no such rules 
apply to the benevolence of individuals ; and 
Mr Malthus certainly carries his doctrines an 
unwarrantable length when he -arraigns early 
marriages as immoral, and recommends tha,t s 
private benevolence should lie sparingly ad- 
ministered to those who are burdened with a 
family which they cannot Support *. • To pity 

t 

* The following are the exceptionable passages here ah 
Juded to. 

** After the public notice whiefy I have proposed had been 
« given, and the system of poor laws had ceased with re- 
** gardio the rising generation, if any man chose to marry, 

** without a prospect of being able to support a family, he 
* ( should have the most perfect liberty so to do. Though 
“ to marry, in this case, is in my opinion clearly an immo- 
f* raj act, yet it is not one which society can justly take 
“ upon itself to prevent or to punish ; because the punish* 
u ment provided for it by the laws of nature falls directly 
** and most severely upon the individual who commits the 
" act, and through him, only m$re remotely and feebly on 
“ the society. When nature will govern and punish fov 

us, it is a very miserable ambition to wish to snatch the ^ 
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and relieve our suffering fellow-creatures, is one 
of the first social duties which nature teaches; 
and genuine benevolence extends its cares not to 

14 rod from her hands, and draw upon ourselves the odium 
44 of executioner. To the punishment therefore of nature 
44 he should he loft, — the punishment of want. He has erred 
44 in the fac^ of a dear and precise warning, and can have 
•* no just reason to complain of any person but himself, 
44 when he feels the consequences of his error. All parish 
44 assistance should be denied him ; and if the hand of pri- 
44 vate charity be stretched forth in his relief, the interests 
k4 of humanity imperiously require that it should be admi« 
44 nistered sparingly. He should be taught to know, that 
44 the laws of nature, which are the laws of God, had doom- 
44 ed him and his fami)y 4 to suffer for disobeying their re- 
44 peated admonitions; that he had no claim of right on sq- 

ciety for the smallest portion of food beyond that which 
44 his labour would ?airly purchase; and that if lie and his 
44 family \tfere saved from suffering the extremities of bun- 
44 ger, lie would owe it to the pity of some kind benefac- 
44 , tor, to whom therefore he ought to be bound by the 
44 strongest, ties of gratitude.” Essay on Population, Vol. IE 

397 — 599 . 

44 With regard to illegitimate children, after the proper 
44 notice had been given*, they should not be allowed to 
44 have any claim to parish assistance, but be left entirely 
44 to the support of private charity. If the parents desert 
44 their child, they ought to be made answerable for the 
44 crime. The infant is, comparatively speaking, of 
** value to the society, as others will immediately supply 
44 its place. Its principal value is on account of its 
44 being the object of one of the most delightful passions 
44 in human nature— parental affection. But if this value 
44 be disregarded by those who are alone in a capacity to 
44 feel it, the society cannot be called upon to put itself 
? 4 in their place*; and has no further business ia its protec- 
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those only who have fallen into distress from no 
fault of their own, but to those also who have 
no plea to offer but that of actual wretched- 
ness. It is scarcely necessary to add, that the 
charity of individuals is voluntary and precari- 
ous ; that it affords no certain ground of depen- 
dence ; and that it cannot therefore fcad ta the t 
abuses which seem to be inseparable from a le- 
gal provision for the poor. 

4< tion, than to punish the crime of desertion or intentional 
“ ill treatment in the persons whose duty it is to provide 
« for it. 

46 At present, the child is taken under the protection of 
u the parish, and generally dies, at leasts* in London, within' 

“ the first year. The loss to the society is the same ; but 
“ the crime is diluted by the number of people/;oncerncd, 
u and the death passes as a visitation of Providence, in- 
“ stead of being considered as tlfc necessary consequence 
tc of the conduct of its parents, for which they ought to be 
te held responsible to God and to society.” Ibid. p. 399, 
400. 
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It is by means of its stock or capital that a coun- 
try is supplied with the necessaries and luxuries 
which it consumes ; and the extent of this ca- 
pital is regulatep by the consumption for which 
it has to, provide. Every increase of consump- 
tion not only checks the farther accummula- 
tion of capital, but it adds to the employment 
of what is already accumulated. A rich na- 
tion not only consumes annually more capital 
than its poorer neighbours, but a greater capi- 
tal is necessary to provide for its greater con- 
sumption. 

The expenditure of a nation, to which its ca- 
pital is always proportioned, naturally increases 
with its revenue, and it cannot permanently in- 
crease otherwise. An increase of revenue must 
either be saved, in/ which case it will bo so 
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itfucli added to the supply. of capital, or it mi;st 
be spent ; and this increased expenditure add- 
ing to the business which capital has to per- 
form, will increase the demand for it. The 
saving of revenue thus increases the supply of 
capital, while the spending of it increases the 
demand ; and in this way, the increasing rpve- 
nue of a country may be partly saved and part- 
ly spent, in such equal portions, that the reve- 
nue saved may form a capital just sufficient to 
provide for the revenue spent. At first, though 
a small capital would sufficiently provide for 

the expenditure of a country, it cannot be pro- 

* * * 

cured; capital is scarce, and thejiigh rate of pro- 
fit is a standing inducement to its accumulation. 
Revenue is accordingly very rapidly converted 
into capital, and the supply gains upon the de- 
mand. The increase of capital soon reduces 
profit ; there is less encouragement to- parsi- 
mony; and those who iu other circumstances 
would have added to their capital, will now by 
spending their revenue gratify their desire of 
enjoyment- Accumulation and expenditure, 
thus keeping pace with each other, may in- 
crease to any extent ; because every increase of 
revenue may be. partly saved and partly spent, 
and. may thus add equally to the demand for ca- 
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pital as well as to the supply. In this way there 
is no limiting the increase of capital, as it may 
be employed to any amount in supplying the 
endless wants of. luxury and taste. 

The accumulation of stock is treated of at 
some length in the fifth volume of the Edin- 
burgli^Reyiew ; and the writer, after dwelling 
on the bad effects of its excessive increase, ob- 
serves, that war, aside from its other mischiefs, 
is so far beneficial as it fends to repress this 
growing evil. But if the reviewer had been 
aware, that every increase of capital naturally 
finds employment iiVproviding for the growing 
"expenditure to ’which it leads, he would have 
seen that his alarm was altogether visionary. 
After remarking that the stock of Great Britain 
would probably have been doubled, if it had 
never been dissipated by war, he asks, where 
in that case it could have been invested with 
profit, since it is even difficult to find employ- 
ment for our actual capital ? This question has 
already been answered in the course of the pre- 
ceding observations. The additional capitaT 
would, it is clear, have been partly saved aild 
partly spent, and would thus have created em- 
ployment for itself. What was saved would 
have been employe^ in providing consumable 
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articles to meet the demand occasioned by wh^t 
was spent. This increase of wealth would in- 
deed have diminished the rate of profit ; but 
by increasing the demand for all the finer ma- 
nufactures, and for the ingenious industry by 
which they are furnished *, it would have jaised 
wages ; and to the labouring classes,, there- 
fore, who make the chief part of every com- 
munity, it would have been eminently bene- 
ficial. 

But though the capital of a country must al- 
ways bear a certain relation to its expenditure, 
the same capital will provide for a larger ex- 
penditure where profit is high than where it is 
low. Capital and profit form two component 
parts in the price of all commodities, neither 
of which' can be increased without diminishing 
the other. A capital of L. 10,000, yielding a 
profit of 10 per cent., will provide for an ex- 
penditure of L. 11,000; and if this capital be 
increased without any increase of expenditure, 
the consequence must be a diminution of pro- 
fit, td the precise amount of the additional 
capital ; because otherwise this capital can- 
not find employment. A larger capital than 


* See observations On the ' Wages of Labour* 



ON STOCK. 


T9 


L. 10,000, with a profit of 10 per cent, can 
never be employed in providing ior an expen- 
diture of L. 1 1 ,000. 

An increase of capital .without any increase 
of expenditure, may be compared to an in- 
crease of currency without any corresponding 

increase iq the demands of trade — the addition 
* * 

to capital causing a loss of profit, and the ad- 
dition to currency a loss of value. A currency 
which amounts, we may suppose, to fifty mil- 
lions, will lose exactly one half of its value by 
being suddenly doubled without any previous 
increase of trade; 'and in like manner, rating 
th*c profit of a’cbuntry at ten millions, it must 
be reduced one half,- by an addition to its capital 
of five millions, which, unless there has been 
some previous increase of expenditure,' cannot 
be employed without a corresponding diminu- 
tion cf profit. 



ON THE PRICE OF GOLD AND SILVER SINCE^ THE 

C 

YEAR 1773. 


Corn, from the steadiness of its own value, is 
employed by Dr Smith as a general standard 
for measuring the value of other things ; and 
•when its price rises, or when more gold 
or silver is given for it, he infers,, not that 
the value of corn has increased, but that the 
value of gold and silver lias fallen. Reasoning 
on this principle. Dr Smith is of opinion, that 
the precious metals, since their great Repres- 
sion by the discovery of the American mines, 
have' been gradually rising in value, and that 
they were still rising in the year 1773, when 
his work was published. Since that time* how- 
ever, if we are to judge by the prices of corn 
and of all other commodities, the value of the 
precious metals has been rapidly declining ; 
and this fall in their valud seems to have com- 
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menccd about the middle of the last century ; 
for we find that the quarter of wheat, which 
previous to the year ] 745 was occasionally under 
80s., was nevei' afterwards at sq low a price. 
It was in like manner never under 40s. after 
the' year 1786 ; after the year 1793 it was never 
“ tfnder '^Os. ; and after the year 1804 it was 
never under 60s. Its price has since risen still 
higher. But this rise of price seeras to be ow- 
ing rather to a fall in the value of the currency 
with which corn is purchased, than to any rise 
in the value of the corn. Since the Bank of 
England was freed ’from its obligation to pay in 
specie, its currency has been issued in excess*, 
and its vylue has fallen in proportion. The de- 
preciation of Bank <jf England paper commen- 
ced about the year 1798, and has sincef greatly 
increased. In the British mint a pound of gold 
being (joined into 44 i guineas, should never 
bring a higher price in the market ; and an 
ounce should therefore cost L.S. 17s. *10jd. 
At. this price, accordingly, it has always been 
and may be purchased with gold coin ; but since 
the year 1798* its price in Bank of England 
, notes lias been considerably higher, having 
varied during the four following years, from 
* See observations On Paper Currency. 

VOL. IV. f v 
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L.4. 2s. to L.4. IOs. per ounce, and having fit 
each year successively exceeded the price in 
gold coin by 11, 16, 10, and 8 per cent. Until 
the end of the year 1 808 this evil seems to have 
made no farther progress ; but at that time gold 
rose rapidly in its price, from L.4. to L. ±. 9s. 
and L.4. 12s. per ounce, and continued rising 
throughout the year 1813, until it amounted to 
L.5. 10s. per ounce; which being an excess of 
about 40 per cent, beyond its price in gold coin, 
leaves the difference to be accounted for by the 
depreciation of the paper. The same nominal 
sum in gold coin was therefore 40 per cent, 
more valuable than the same, nominal sum in 
paper ; and consequently to ascertain. the price 
of corn in gold and silver, 40 per cent, must be 
deducted from its price in paper. 

The price of wheat in 1813 fell after the har- 
vest to 85s. per quarter, which, deducting 40 
per cent, for the depreciation of the paper, 
leaves the price so low as 51s. But the harvest 
of 1813 was abundant, and corn was unusually 
cheap. The average price during the previous 
year, i. e. before the harvest of 1813, was about 
•120s. ; and making an allowance of about 33 
per cent, for the depreciation of the currency, 
the price of gold being throughout that year 
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. about L.5. 6s. per ounce, the result shews the 
real price of corn to have been 80s. Taking 
the average of these two years, the one a year 
of dearth and the other of cheapness, the price 
of V'heat in gold turns out to be 65s. 6d. per 
quarter^ wjjich is moderate, and is only 3s. higher 
than 'the average price for ten years previous to 
the year 1800*. . For several years past, there- 
fore, if we are to judge from the prices of corn, 
no material fall appears to have taken place in 
the vajue of gold and silver. 

There can be no flbubi, however, that since 
year 1773 tlte*value both of gold and silver 
has greatly declined ; and the great increase of 
paper currency, setting aside its depreciation, 
very sufficiently accounts for the fact.* It is 
principally for the purposes of commercial ex- 
change that the precious metals are so much 
prized. But if in this* capacity they are super- 
seded by paper, they will be in less request, tind 
will of'course be less valuable. The invention 
of paper currency has the same effect as the 
discovery of a new and very productive mine ; 

as currency is by this means supplied at little 
* 

* For the average prices of corn till the year 1813, see 
Vol. I. p. 423, &e. 1 
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expence and to any amount, leaving a greater 
. stock of the precious metals for other purposes. 
In the year 1774 , when a new coinage of gold 
was last issued in this country, it is stated by 
Lord Liverpool, that twenty-one millions of 
guineas were brought to the mint for recoin age, 
besides about six millions more estimated to be 
left in circulation. But it is not probable that 
there are now in circulation more than four or 
five millions ; and the balance being thrown 
into the market of the world, must thus have 
tended generally to reduce the value of the pre- 
cious metals. In the currency of Britain gull 
coin preponderates ; but in'" most other cur- 
rencies silver is the prevailing corn. If pa- 
per currency were therefore to become as com- 
mon in other parts of the world as it is in Bri- 
tain, a large quantity of silver would be thrown 
out of employment, and its value musfof course 
(all proportionally. 

The supply of the precious metals also from 
~ t.be American mines has, for the last 80 years, 
been greatly increasing. From about the year 
1770, ificfre especially, Spanish America ha# 
been rapidly advancing both in its trade and 
population ; and the business of mining has been 
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carried on with increased activity. The pro- 
duce has been in proportion *. According to 
accounts inserted in the Mercurio Peruanot, a 
periodical journal published at Lima, contain- 
ing much "curious and accurate information re- 
specting the state of the country, the annual 
coinage^ oi* Mexico, which is nearly equal to the 
produce of its mines, as very little bullion is 
exported, amounted, on an average of ten years, 
from 1762 to 1773, in silver, to 12,303,7 33 dol- 
lars, and in gold to 770,742 dollars, altogether 

to 13,074,495 dollars. On an average of ten 

• • 

\ ears, from 1782 to 1793, it amounted in silver 
to i 9,491 ,309 cellars, and in gold to 044,040 
dollars, ajtogether to 20,135,349. In the year 
1790, also I 2 million of dollars was remitted in 
bullion to Spain. In 1793, it amounted to 
24,312,942 dollars ; and on an average of ten 
years, frjom 1794 to 1^805, it amounted in silver 
to 21,084,787 dollars. The produce of the 
Brazilian mines has for the last GO years greatly 
decreased ; but in general it is clear that, while 
the precious metals have been partly superseded 

* For an account of the increasing produce of the 
Mexican mines since the year 1733, oee Appendix, >?ut<j 

(B.) 

f See Appendix to the^Ilepoifc the Committee on the 
High Price of Bullion, pyf75. * 
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by paper as an instrument of commercial ex- 
change, the average supply throughout the 
world has been rapidly increasing ; and this 
sufficiently accounts for the fall which has taken 
place in their value. 

This great increase of the supply and conse- 
quent fall of price, will in time give rise to a 
quicker consumption both of gold and silver, 
which will gradually stop the progress of their 
declining value ; and from the prices of corn 
for the last ten years, as already stated, it seems 
probable that this effect has either already be- 
gun, or is very nearly about beginning to take 
place. 
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The value of coin depends on its intrinsic 
worth ; while the value of a paper currency de- 
pends on the promise which it bears to pay a 
certain quantity of coin. It is ornthe faith of 
tiTis promise tha£*it circulates, and without the 
promise jt would be of no more value that) 
waste paper. The gold or the silver, therefore, 
for which a bank note is a promise, shduld be 
the exact measure of its value. A promise for 
an ounep of gold should be exactly worth an 
ounce of gold, and its value should rise in pro- 
portion to the gold for which it is a promise. 
A rise or fall in the value of the gold should al- 
ways be followed by a corresponding rise or fall 
in the value of the note. The gold, which is the 
.thing promised, is the standard of value, from 
which the value of the promise ought never to 
vary. 
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The value of a paper currency will, however, 
vary from its standard, by reason either of dis- > 
credit or of excess. Where the security is de- 
fective, the value will fluctuate with the risk of 
ultimate loss, which may at length be- such as 
entirely to stop its circulation ; and in like 
manner, where paper is increased without any 
increase in the business which it has to perform, 
it will experience a proportional loss of value. 
If we suppose the payments of a country per- 
fectly well managed with 50,000 guineas, and 
its business suddenly doubled without any ad- 
dition to its currency, it is quite clear that 
there will be a great want of money to carry on 
its trade ; and this want can be supplied in no 
other way than by a rise in the value of the 
guineas. As a guinea will have double work 
to perform, its value must be doubled beiore 
the demand of the country for currency can be 
supplied ; and the 50,000 guineas, therefore, 
wilf rise in their value until they bear the same 
relation as formerly to the business which they 
have to perform, i. e. until their value be doub- 
led. In the^same manner, if we suppose 50,000 
guineas, ®i0denly added to the currency of a 
country without any increase of its trade, in 
what fanner can they b^. employed while they 
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retain their value ? If a currency of 50,000 
guineas was formerly sufficient for all its pay- 
ments, ’there .will be obviously no room for 
100,000. It is quite certain, however, that it 
will not remain useless in the hands of those 
who have possession of it, but will circulate, 
and ir> making its way into circulation, it must 
lose precisely one half of its value ; so that in 
this instance the 100,000 guineas will be. worth 
no more than the 50,000 in the other. In both 
cases the value of the currency will depend on 
the business which, it has to perform. The value 
9f a paper ciyr^ncy is regulated by the same 
principles ; anti when it is multiplied beyond 
the denfands of trade, the excess will occasion 
a fall of value. * 

A paper currency convertible into specie at ‘ 
the will of the holder, cannot suffer any loss of 
value either from discredit or excess, because 
the security may always be brought to the test 
by a demand of payment, and because, in case 
of an over-issue, the excess will be returned 
upon the bank for specie. A one pound note, 
for example, or a promise to pay one pound, 
will never be exchanged for less than its value 
in specie, so long as the original obligation to 
pay on demand remains in force. On the first 
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appearance of its declining value, the bank will 
be called upon for the performance of its pro- 
mise ; its notes will be returned in exchange for 
specie, until by a diminution of their quantity 
they are restored to their former value. If the 
bank ^persists .in re-issuing its returned pote^ it 
will be exposed to a continual drain of spepie, 
so long as there remains any excess of paper to 
encutqber the circulation. 

Where a bank is not obliged to pay in specie, 
the whole currency is regulated by the discre- 
tion of its managers ; and where an over-issue 
is the consequence there is no remedy ; be- 
cause the bank, which has the power of refus- 
ing specie, is closed against any retucn of its 
superfluous and depreciated notes. But it is 
possible that a bank may not abuse such exten- 
sive powers ; that it may still regulate its issues 
by the demands of trade 5 and that reserving its 
privilege of refusing specie for a case of ex- 
treme pressure, it may pay cash for such of its 
notes as are returned in the ordinary course of 
business ; in which case, if there be no suspi- 
cion of its credit, there will be no depreciation 
of its piper. The immediate convertibility of 
paper into specie is not, therefore, absolutely 
essential • to its value. It affords indeed the 
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best security against excessive issue, one sure 
. cause of depreciation. But where paper has 
the security of ample funds, and is not issued 
in excess, it will still retain its- value, though 
convertible into specie only at the discretion of 
the bank. 

Pappx*being provided at little expence, gra- 
dually increases in the circulation of a country 
to the exclusion of specie, which is at length 
stored up by the bankers for answering their 
occasional demands. In the currency of this 
country specie has been almost entirely super- 
seded by paper, the circulation of which seems 
greatly to hav^ increased during that short in- 
terval of, peace which followed the American 
war ; and about this period, accordingly, banks 
were established in all parts of the country. 

There arc now in London, besides the Bank 
of England, 7.5 private banking houses, and 803 
in other parts of the country *. The currency of 

u 

London consists of Bank of England notes ; 
but in the country each bank supplies the cir- 

* According to an account laid before Parliament, the 
number of licences granted iu 1812 for the issue of promis* 
sory notes, amounted in England to 825 (of which 66 were 
* for .new hanks) ; and in Scotland to 53. There are in Lon- 
don 75 banks; and there remain of course for the country 
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eulation of a certain district. The chief busi- 
ness of those bankers is to manage the money 
dealing of distant places, and to issue their 
notes for the accommodation of trade by dis- 
counting bills of exchange ; and' their whole 
management is calculated to promote the^dis- 
patch of business, and the economy of Cjish. 
The nature of their arrangements for this pur- 
pose may be shortly explained. 

When merchants reside in the same town, 
their cash transactions may be managed with- 
out the assistance of a banker ; but when thev 
reside in distant places, they cannot make pay- 
ments without remitting easily and each sepa- 
rate transaction requires a separate remittance. 
To avoid those payments in detail, the business 
is transferred to a particular class of dealers, 
who bring the whole of those transactions 
to a common balance, for which one^ general 
remittance is sufficient ; and in this way the 
extensive dealings of trading towns will bp set- 
tled with a comparatively small remittance of 
cash. Thus the exports of Edinburgh to Lon- 
don, an^^ting annually, we may suppose, 
to L.l,O0q,OGO, and its imports to L.1,010,000, 1 
are, by the agency of the bankers, brought 
tor a general balance ; and it is only for the 
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small surplus of L. 10,000 that Edinburgh has 
to remit cash. In the event of the exports and 
imports being more equally balanced, even this 
small quantity of specie may be sill farther di- 
minished. 4 

But when the transactions of trading towns 
-lead to no intercourse between their respective 
money-dealers, their mutual payments will be 
made through the medium of some third place, 
by drawing on which, their occasional balances 
being transferred to a more general fund of 
debt and credit, Vyjil ultimately be brought to 
a common balance. The transactions of Edin- 
burgh and Bristol, for example, occasion no re- 
gular money dealing between the two places ; 
and were the former, therefore, indebted to the 
tatter, the balance would be discharged, not by * 
a remittance in cash, but by a draft on London, 
which •would thus pome in place of Bristol as 
the creditor of Edinburgh, the debt being trans- 
ferred to the general cash account of those 
two places. But Edinburgh may be the cre- 
ditor of other towns, as well as the debtor $ 
and London being credited with the money 
to be received, as it was formerly charged 
with the money to be paid, the two sums may 
be nearly equal; in which case the general* ba- 
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lance bearing no proportion to the mass of the 
account, the most extensive money dealings be- 
tween distant places may be settled with a very 
small remittance of specie. The scattered ba- 
lances arising on the transactions of the coun- 
try will thus be collected into new aceounts*by 
the bankers of the wealthy and populous 'towns, 
in which it is found convenient to settle the 
money dealings of the • neighbourhood ; and 
• tile metropolis, the centre of intercourse and 
trade, will grow up to be the centre also of 
this great system, where the respective debts 
and credits of the inferior towns,, which cannot 
be settled otherwise, will be brought to a final 
balance. 

It is thus that, by the improvements of the 
bankers, the money dealing of this country in 
so far as it cannot be settled without remitting 
specie, is transferred to London, whicii, from 
its extensive commerce with the country, has 
its debtors and creditors in all parts, and on 
which bills invariably sell for a premium, as the 
balance of trade is generally in its favour. All 
the other currencies of which the circulation is 
composed, beiri^ limited to certain districts, 
are unfit to serve as a common medium of pay- 
ment between distant places. But money in 
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London is in universal request ; and bills for its 
payment form a species of currency common to 
the whole islan.d. 

All money dealers require a provision of 
this common currency to carry on their busi- 
ness ; and for this purpose they procure a cre- 
dit Qn the metropolis, on which they sell drafts 
at all times. In this manner both the expence 
and trouble of settling the cash transactions 
of distant places has been greatly diminished. 
In the year 1780 it was stated in evidence, be- 
fore a Committee <i£ the House of Commons, 
.by several of fhq collectors of the public re- 
venue, that fooabout forty years before this 
period life premium on London bills had va- 
ried froi?? 2s. 6d. to 20s. per cent, jn pro- 
portion to the distance from London. In 
176#^'^p||fc*emium of 7s. 6d. per cent, was 
paid on ''money remitted from Wales. In 
1774 the public revenue was remitted from 
Dorsetshire to London, by bills payable at 
forty days, and procured for a premium of 
2s. 6d. per cent. Nor was there any channel 
through which those remittances could be re- 
gularly madias so that the collectors were 
under the necessity of procuring drafts on Lon- 
don, on the best terms they could, from sucli 
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manufacturers or merchants as had dealings 

with the metropolis. In the progress of com- 

merce and of money dealing, the premium on 

London bills was gradually diminished, and it 

was altogether abolished in the year 1778, the 

term of payment being shortened at the same 

time *. * . ^ 

* 

The cash transactions of the country, which 
are transferred to London, are finally settled 
by the London bankers, with specie or with 
the notes of the Bank of England, it being 
agreed to use no other currency in the pay- 
ments of the metropolis ; and the economy 
with which they use both |?ank notes and 
specie is apparent from their arrangements for 
this purpose. A clerk," it«appears, is dispatch- 
ed at an appointed hour in the afternoon, from 
every banking house in London ; and a meet- 
ing of the whole having J,aken place in a room 
provided for the purpose, the day’s transac- 
tions are collected into one general account, 
which being finally settled, it is only for the se- 
veral balances then remaining due that cash is re- 
quired ; for which purpose a much smaller quan- 

• 

* The evidence of those collectors, as far as it respects 
the remitting of money from the country to London, will 
be found'at length in the Appendix, Note (C.) 
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tity will obviously be sufficient than if all £hose 
ti'ansactions were settled in detail. Thus, if 
we suppose A to be debtor for L. 30 , 000 , and 
creditor for L. 35 , 000 , his claims being trans- 
ferred in extinction of his debts, cash will only 
be required for the small balance still remain- 
ing due, of* L. 5000 ; and the same process be- 

V* 

ing repeated with each individual, all those 
transactions will be finally settled *. 

From the preceding remarks, the advantages 
of paper, as a medium of exchange, are suf- 
ficiently obvious ; but it must be observed, that 
it is by no means so safe an instrument for this 
pifrpose as specie, because it depends wholly 
on credit* the failure of which must be fol- 
lowed by a general derangement of trade. It 
is •chiefly by discounting bills of exchange 
that paper is circulated ; and the merchant 
who receives cash foy his bills, enlarging his 
dealings in proportion, gradually becomes jde- 
pendent on the banks for money to carry on 
his business, while the banks in their turn de- 
pend on the public confidence for the circula- 
tion of their notesi. The banker provides a 
('heap instrument of exchange in place of a 
more expensive one, and as his profit consists 

* Thornton on Paper Credit, p. 

a 
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in lending it on the same 'terms, he is naturally 
induceuto increase the circulation of his paper, _ 
and on the faith of his credit, to diminish the 
specie reserved for its payment. While gene- 
ral confidence prevails, no evil will result from 
this complicated system of credit ; bank notes 
will circulate freely ; there will be no great 
demand for specie ; and the bills . of the mer- 
chant will be readily convertible into cash. 
But when confidence fails, the banks arc ex- 
posed, by the necessary discredit of their paper, 
to continual demands for specie. To avoid 
this pressure, they diminish the circulation of 
their notes ; while the merchant, no longer 
receiving the same accommodation .as before, 
is left without the meai\s of maintaining his 
credit,* and is thus involved in the greatest, 
possible embarrassment. The demand for specie 
in the country gradually centers in the metro- 
polis, the bankers converting into cash the 
property which they usually hold in the public 
funds and other government securities, and re- 
pairing to the Bank of England for the specie 
which they require. Embarrassed by the increas- 
ingdrain of its cash, the bank reduces the circu- 
lation of its paper ; the transactions of the me- 
tropolis, lutherto managed with the smallest pos> 
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sible quantity of currency, are in consequence 
deranged ; and the disorder thence arising in 
the centre, quickly extends to the remotest 
parts of this great system of money dealing. 
In 4he mutual dependence created by credit 
and confidence, every merchant involves others 
in his fate ; the contagion of bankruptcy 
spreads, and > in the general commotion the 
greatest mercantile establishments may be over- 
thrown. 

All those consequences were fatally exhibit- 
ed in this country during the mercantile alarm 
jvJiiph prevailed in, the year 1792. The scar-' 
city of cash and Kfhe discredit of paper occa- 
sioned nunferous bankruptcies, as well as a ge- 
neral demand for specie, which the Bank of 
England was ultimately called on to supply. 
As this demand proceeded from the alarm by 
which the*paper was discredited, it was obvious 
that while the alarm lasted, specie to any 
amount, might be drawn from the bank by the 
. most limited circulation of its notes, continually 
issued, and continually returned ; and it was 
therefore the evident policy of the bank to in- 
crease the issue of its paper, for the purpose of 
restoring mercantile confidence, by which alone 
the demand for specie could have been checked. 
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But in place of assisting trade, either by an in- 
creased issue of its paper, or by any other means, 
the bank refused to accommodate such of the 
country banks as applied for assistance ; and in 
these circumstances Parliament' interposed for 
the relief of such merchants as were in want of 
cash, offering to lend, on proper security, .ex- 
chequer bills to the amount, if'required, of 
L. 5 , 000 , 000 . Of this sum applications were 
made for L. 3 , 855 , 624 , great part of which be- 
ing either rejected or withdrawn, the sum final- 
ly granted amounted to„,L. 2,202,000.; which 
was repaid, a considerable part before it was 
due, and the remainder at stated periods, with- 
out apparent difficulty or distress. 

Tljis seasonable measure soon restored mer- 
cantile confidence, which experienced no' far- 
ther interruption until the year 1795 , when the 
directors of the Bank of England having in 
the course of that year made large advances to 
government, found it necessary to diminish 
the sum allotted for the accommodation of 
trade. The transactions of the metropolis 
were in consequence deranged, and the me- 
nace of invasion continually held out by the 
enemy during the year 1796 , diffused a gene- 
ral panic, which was quickly followed by 
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the discredit of bank notes, and a demand for 
spfccic. 

In the north of England several banks were 
under the necessity of suspending their cash 
payments, and the effect of these failures ra- 
pidly extended to the metropolis ; in conse- 
quence*^ which, about the commencement of 
the year 175^>the Bank of England experienc- 
ed an alarming demand for specie, occasioned 
at first by the efforts of the country banks to 
support their declining credit, but afterward? 
by the return of its own discredited notes. 
Before this period the directors had frequent- 
ly stated to the* Chancellor of the Exchequer 
how mu<?h the- bank was embarrassed by the 
drain of its specie ; but being now serious- 
ly* alarmed, .they communicated to him, on 
Tuesday the 21st of February, the precise 
reduction which had taken place in its cash, 
in order that he might the more freely Re- 
vise the measures which so difficult a cri- 
sis required. During the remainder of* the 
week demands continued to accumulate with 
such rapidity that, though the loss of specie 
Tor the first four days had been immense, it 
was exceeded by that of the two subsequent 
days, and to the last hour the demand con* 
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tinued increasing at this accelerated rate 4 , 
The necessity of relieving the bank from this 
ruinous drain of specie was now obvious ; and 
on Sunday, the directors having by appoint- 
ment met the Chancellor of tire Exchequer 
and the other ministers, an order in council 
was issued, prohibiting all farther payments in 
specie. /•" ' 

But though the difficulties of the bank, thus 
originated in the alarm and the demand for 
specie at home, they were undoubtedly in- 
creased by the great foreign expenditure of the 
country occasioned by the war. The foreign 
expences of a nation may be provided for by an 
exportation either of specie or of goods ; and 
where time is allowed for some previous ar- 
rangement, such transactions should not neces- 
sarily disorder either its currency or its trade. 
A rich country abounding in the various pro- 
duce of land and labour, affords a supply of 

« 

goods for every market ; and in whatever part 
pf tjie world funds are required, the demand 
may be speedily answered by an exportation of 

* See Appendix, Note [D.] Extract^ from the Minutes 
of the Secret Committee of the House of Lords, appointed' 
to inquire into the Affairs of the Bank in 1797 ; containing 
the Evidence of Mr Raikes, Governor, and Mr Giles, De? 
puty-governor of the Bank. 
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its produce. We find that the great expendi- 
ture of this country in Germany, on account 
of the war which commenced in 1793, was 
speedily discharged by a suitable exportation 
of goods, tho exports to that country which 
had in the previous years of peace amount- 
ed only to L. 1,900, 000, suddenly rising to 
L.8,<XK),0dCHt x 

Where commodities cannot be found for the 
entire discharge of those foreign expences, a 
trading country may easily provide, from its 
general intercourse with the world, bills or spe- 
cie for any outstanding claims ; and the incon- 
venience, which .amounts merely to an unfa- 
' vourable balance of trade, should never exceed 
a temporary depression of the exchange. In 
the trade of Europe to India specie is regularly 
exported; and neither the collecting nor the 
exporting of this treasure is ever found to dis- 
turb the domestic transactions of the country. 
In th(£ several years of 1790, 1791, and 1792+, 
when there was no war expenditure abroad, spe- 
cie was exported frorti this country to the 

* See Report of Lords* Committee, p. 143. 
f For an account of the specie exported from this 
country between the years 1790 and 1796 delusive, scr 
Note[E0 
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amount of L.1, 571,364* L.l, 338,742, and 
L.2,250,121,^ ; and in the year 1793, the impe- 
rial loan, amounting, after deduction of in- 
terest and other charges, to L. 4,000,000, was 
remitted to Germany by a mercantile house in 
London, partly in bills on different trading 
countries, and partly in bullion, withopt gven 
materially affecting the coarse of exchange. 
Mr Boyd, to whose house this great remittance 
was intrusted, specifies in his evidence before 
the Secret Committee of the House of Lords 
the mode in which the business was managed. 
It was necessary, it appears, frequently to 
change the mode of remittance, and for this 
purpose, to watch the varying exchanges of 
Europe, for the favourable moment of remit- 
ting through those different channels. Bills 
direct on Hamburgh were occasionally sent ; 
at other times it was found expedient ,to remit 
by bills on other places, such as Madrid, Cadiz, 
Leghorn, Lisbon, Genoa, &c. ; and bullion to 
the amount of L. 1 ,200, (XX) was employed. “ It 
4{ was not by forcing/’ Mr Boyd observes, in 

* A great proportion of the specie thus exported, went 
to Holland and France, probably for the purpose of supply- 
ing in the latter country the want of currency, occasioned 
by* the discredit of the assignats. 
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his very instructive evidence before the Com- 
mittee, “ aiiy of the means of remittance be- 
“ yond what jt could well bear, that we had 
“ the satisfaction of completing so unparalleled 
‘fa remittance with so very small a variation in 
*‘ the course of the exchange*.” In the war 
of 17G^adso, the expenditure, of Britain on the 
continenbe£|£iirope amounted, within a period 
of* seven years, 'to twenty millions, and funds 
for its final discharge, whether specie or goods, 
seem to have been collected and sent abroad 

without occasioning any inconvenience at 

• • 

Jioinet, 

A public ban£ may, however, be exposed by 
an unusually large and urgent demand for mo- 
ney abroad, to an inconvenient drain of its spe- 
cie, as the high premium on foreign money, by 
encouraging the exportation, raises the value of 
specie, .which it becomes profitable in that case 
to draw from the bank by a return of its notes. 
On this principle we may account for the (Train 
of specie to which the Bank of England was 
exposed from about the year 1793 to 1797. Ac- 
cording to accounts laid before Pailiament, the 

* See Report of the Lords’ Committee of Secrecy, Mi- 
nutes of Evidence, p. 64. t Ibid, p. 104. 
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foreign expenditure of Britain amounted, dur- 
ing this period, in subsidies paid to foreign 
powers, and in the expencc of maintaining 
troops on the - continent of Europe or in the 
West Indies, to L.33,510,779 *. The only safe 
mode of providing for those enormous demands 
from abroad, would have been by previous* re- 
mittances from home, as the time and the mode 
of remitting might then, as in the case of the 
imperial loan, have been selected with all due 
care. But they were chiefly provided for by 
drafts from abroad, on the treasury and other 
public offices, which were generally made pay- 
able at the bank. On the treasury alone the 
foreign drafts amounted to L. 13,582,844 ; and 
those 'demands, in place of- being provided for 
beforehand, were frequently so little expected; 
that Mr Pitt, after stating to. the bank directors 
that they could not last longer than two months, 
was alarmed by the sudden appearance of bills 
from St Domingo to the amount of L.700,000t. 
By thus drawing from abroad, therefore, all dis- 
cretion both as to the time and the mode of 

* For an account of those remittances and drafts, see 
Appendix, Note [F]. 

f See Report of Lords’ Committee of Secrecy, p. 92* 
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payment was necessarily lost. The bank or tlie 
government were bound to pay cash by a cer- 
tain day ; while to those who received the cash, 
the subsequent and important business of re- 
mitting was altogether left. Those bills seem 
to have been finally paid, partly with goods, and 
partly by clandestine exportations of specie, a 
great proportion of which would naturally, be 
drawn from tiie' bank by a return of the notes 
in which the bills were originally payable. 
And accordingly during the whole period of 
rhis foreign expenditure, the bank experi- 
enced demands tor specie to a considerable 
amount. ’ # 

But though a great -expenditure abroad will 
always occasion sonic demand for specie at 
iiome, it was chiefly by involving the bank in 
large advances to government, and by thus di- 
verting^ funds from the support of trade, tjiat 
the foreign expenditure of this country proved 
indirectly so injurious to its credit. In -the fear 
1 796* the bank notes circulating in the metro- 
polis amounted to between 10 and 11 millions. 
They were gradually reduced as the bank be- 
. came involved with governments and in 1797, 
previous to the suspension of its cash- pay- 
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ments, they amounted only to L.8, 640,250. 
So sudden a reduction of its circulating, cash 
must at any time have created an alarm and a 
demand for specie ih the metropolis ; and wc 
find, accordingly, from the previous history 
of the bank, that a drain of specie has always 
been occasioned by a diminution of '-it§ notes. 
In March 1782, for example, the : jcipelilation of 
the bank amounted to L. 9,1 60,470 ; in March 
1783, to L. 7 , 338, 230; and in October it was . 
reduced to L.5,894,520. From April to October 
1783, the bank accordingly experienced a grcai 
loss of specie, insomuch that its cash was con- 
siderably lower than in 1 797, previous to the 
suspension of its payments, and the .alarm of 
invasion was only wanting to produce a similar 
result. The directors were so alarmed that they 
refused to accommodate government w r ith the 
usual advances on the loan of that year. But 
the advances to government were only prejudi- 
cial'as they encroached on the ordinary accom- 
modation of trade ; and unless this reserve of 
the bank to the government had therefore pro- 
duced an increase of liberality to the merchant, 
it could be of no use. In 1784 the bank was 
relieved from Jhe drain of its cash, by the im- 
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provement of credit, the natural effect of the 
recently concluded peace*. 

The directors of the bank, for about two 
years previous to the suspension pf its payments, 
severe alarmed by the unprecedented accumu- 
lation of demands from abroad, and frequently 

stated, to Mr Pitt their apprehensions of the re- 
« *» 

suit, insisting at the same time that some part 
at least of their advances on treasury bills and 
other securities should be immediately repaid. 
On the 11th of February 1796 , about a year be- 
fore the bank suspended its cash payments, they 
even went the length of formally recording it as 
'their opinion*, founded, as they stated, on the 
experience of the effects of the last imperial 
loan, that any farther loan or advance to the 
•emperor of Germany or any foreign state would, 
fatal to the bank. Notwithstanding this 
resolution, advances were made to the emperor 
in the course of the year 1796 , and of the 
two first months of 1797 , to the amount of 
L. 1 , 420 , 000 . But so limited a remittance, 
even thougH it had consisted wholly of bullion, 
could hardly have occasioned such an alarming 

* See Appendix, Note (G.) Evidence of Mr Bomanqut* 
before the Lords’ Comniitiee of Secrecy. 
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demand for specie ; and it is besides clear, upon 
other grounds, that the bank was exposed to no 
serious danger until its notes were discredited 
by the alarm at home ; for it appears from the 
concurring evidence of all those concerned in, 
the management of its affairs, that the drain of 
specie from abroad had lasted for two years 
without injuring its credit, while th^ suspension 
of its cash payments was the consequence of 
a single week or little more of domestic 
alarm ; nor was it so much the actual drain of 
its specie, (its cash having been lower both 
during the American war and in the year 17S2) 
as the rapidity with which the drain increased, 
that clearly denoted the nature of the impend- 
ing danger*. The resolution adopted there- 
fore by the directors in February 1796, appears* 
to have been the result of undue apprehension ; 
for if the pressure, arising from domestic alarm, 
could by any means have been removed, the 
credit of the bank would certainly have surviv- 
ed all the other casualties either of commerce 
or of war. * 

(*) See Appendix, Note (D.) Evidence delivered be- 
fore the Secret Committee of the House of Lords, by Mr 
Giles, Governor, Mr Raikes, Deputy-Governor of the Bank* 
and Mr Pitt, then Chancellor of the Exchequer. 
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•The year 1810 was remarkable for numerous 
bankruptcies, as well as for a general failure of 
Confidence and a scarcity of cash, which it was- 
^'proposed to relieve, as in 1792, by an issue of 
exchequer bills. . But the mercantile distress of. 
1810 was entirely different from that which oc- 
curred in«l 792, inasmuch as it arose from the 
more* substantial evil of an almost ruined trade. 
The commerce of the world experienced about 
this period such an interruption from the hos- 
tility of the belligerent powers of Europe, that 
the surplus produce of trading countries was 
either confined to th*e place of its production, 
or left to read! its destination by the uncertain 
channel pf a contraband trade. The merchants 
of this country being in consequence oppressed 
by a load of unsaleable goods, were in many 


cases ruined, and manufacturers were thrown 
out of employment. The evil was not merely 
a scarcity of cash, but a depreciation of stock, 
and a stagnation of trade, which could be iiT no 
respect relieved by the temporary accommo- 
dation of eXfcliequer bills. As a scarcity of 
cash, however, never fails to aggravate every 
case of mercantile distress, it was of some Con- 
sequence that the merchant of real property 
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should know where to find money for his imme- 
diate demands; and in this view the proposed 
accommodation might certainly have provec, 
beneficial. 

It may be remarked in general, that where 
paper circulates, commercial confidence, which 
is its great support, will occasionally be carried 
to excess ; for however anxiously the banker 
may discourage rash speculation, his confidence 
•will still.be abused, by the well known device of 
accommodation bills. This evil is inseparable 
froij* tne circulation of paper, and its correction 
must be entirely left to the vigilance of those 
who are exposed to its effects. 

The Bank of England, while possessing the 
privilege of refusing specie, is under no re- 
straint as to the issue of its notes ; and the dis- 
cretion of its directors is in that case the only ! se- 
curity for the due limitation of its currency. But 
this security is necessarily imperfect, as, inde- 
pendent of the convertibility of paper into 
specie, there exists no standard by which the sup- 
ply of currency can be adapted to the demand. 
The price of bullion and the state of the ex- 
change afford indeed the best rule for regulating 
the issue of a currency not convertible into 
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specie ; because when the market price of bul- 
lion is permanently high, or the exchange per- 

* manently unfavourable, it may be certainly 
s inferred, that -the paper is issued in excess, 

knd ought to* be diminished. But it was very 
fairly avowed by thbse concerned in managing 
the Jiffitirs of the bank, in the evidence which 
they gave before the coinmittee of the House 
of Commons, that they neither*regulated their 
issues by the price of bullion nor by the state of 
the exchange ; being of opinion, that the public 
would never call for more paper than was ne- 
cessary to the wants of trade ; and that so long, 
therefore, as th£ notes of the bank were advan- 
ced on tlie security of good bills, there was no 
possibility of excess**. In maintaining this doc- 
trine they do not seem to have been aware that 
paper acts in the double capacity of currency 
and of *papital, and* that a merchant may very 
naturally desire to borrow capital from the bank 
in the form of paper, though the public may 

* The Report of the Committee of the House of Com- 
mons contains some extracts from the evidence of the Go- 
vernor and Deputy-governor of the Bank, which ire inserted 

* in the appendix ; and from these the reader will perceive 
how confidently they maintain, that there can be no excess 

' of bank notes while they are issued only in exchange for 
good bills. *See Note [II.] 
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have no need of any addition to its currency. 
The paper however is soon exchanged for com- 
modities bv the merchants who borrow it fron 

a/ 

the bank. It thus forms an addition to the mass 
of currency, which though it now consists of a 
greater number of notes, is not on this account of 
greater value, the aggregate value of a curren- 
cy being in all cases fixed by the business which 
it has to perform. If there be no increase of 
business there will be no increase of value ; and 
in that case an addition being made to the num- 
ber of notes in circulation,, the consequence is, 
that each particular note falls proportionally in 
value. The effect of an excessive issue of pa- 
per is not, as this doctrine seems to suppose, to 
encumber the circulation ; for though the num- 
ber of notes is increased, the aggregate value is 
still the same, and the only difference is that, 
by the excessive multiplication of notes, the 
currency is now divided into a greater number 
of parts, each part being of course of less value 
than before. . In this manner the depreciation 
of the note is the only inconvenience produced 
by the excessive issue; and it is only by means of 
its ijppediate convertibility into specie, that the 
quality can be reduced and the value restored. 
‘,'^jSince the suspension of its cash payments. 
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the Bank of England seems to have carried its 
circulation beyond the dub limit. The market 
price of bullion has in consequence risen above 
its mint price, and the exchange has become 
unfavourable ; while each of those symptoms of 
depreciation has exactly corresponded to the 
increased -issue of bank notes. From the year 
1773, when a hew coinage of gold was issued, 
till the year 1799, two years after tlte Bank of 
England suspended its cash payments, the mar- 
ket price of standard gold in bars remained with 
some trifling variations, at L.S. 17s. 6d. per 
otmcc. Durirfgthe same period, the price of 
silver w^s about 5s. Id. and 5s. 4d. per ounce, 
while the foreign exchanges were almost uni- 
formly in favour of this country. From the 
year 1789 to 1799, the exchange with Ham- 
burgh, of which the par is between 34s. and 35s. 
varied generally from 84s. to 36s. rising or fall- 
ing occasionally to 37s. or SSs. The notes of 
the *Bank of England in circulation for three 
years previous to. the year 1795 amounted on an 
average to L.l 1,975,573. ' In 1795 they varied 
fiom about 13 to 10J millions. In 1796 and 
1797 they amounted to between 9 and IO mil- 
lions ; and in February 1797, immediately pre- 
vious to the suspension of its cash payments, 
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they were reduced to 8,640,250*. In the 
doursc of the year 1799 they were increasec* 
to 14 millions,, when the exchange with Ham- 
burgh fell to 32, the price of silver rising at the 
same time to 5s. 8d.per ounce, and that of gold in 
proportion. The bank continued graJitally. in- 
creasing its circulation, which amounted iii the 
year 1801 to L.16,169,549, the exchange with 
Hamburgh falling to 31s. lOd. and the price of 
silver rising to 6s. per ounce. In the year 1809 
the circulation of the bank amounted to 19 
millions, in 1810 to 22 and 23 millions, and in 
1812 to 21 and 25 millions, 'the price of bul- 
lion and the state of the exchange v r ere soon 
affected by this great additional issue of paper. 
The price of silver rose in 1811 to 6s. and in 
1812 to 6s. 6d. ; that of gold to L. 4. 14s. and 
L.5. I Os. per ounce. The exchange with 
Hamburgh also fell to 26s. and 24s. while paper 
now began to be exchanged for specie at a re- 
gular discount, 25s. and 26s. in paper being the 
current price of a guinea. Since this period 
the price of gold bullion has remained at about 
L.5* 10s. per ounce, and the circulation of 
the Bank of England at about 25 millions. 

* See Appendix, to the evidence taken before the Com- 
•jtaittce of the House of Commons, 1810, p. 180. No. 3t. 
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But the exchange with Hamburgh has be- 
come more favourable, having risen to about 
29s. ; and hence it has been argued, that there is 
no necessary connection between the depres- 
sion of the exchange and theTjigh price of bul- 
lion. But though the exchange must necessa- 
rily be ‘depressed when the price of bullion is 
high, it may still fluctuate partially from the in- 
fluence of other causes. A country, for ex- 
ample, where the currency is depreciated and 
the price of bullion high, may have the balance 
of trade either favourable or otherwise. Where 

• if, is favourable,, the exchange will not be so 
much depressed, as where it is unfavourable, as 
in that Case the effect of the depreciated cur- 
rency in depressing,*will be counteracted by the 
effect of the favourable balance of trade in 
raising, the exchange ; but where the balance of 
trade is? unfavourable, or where the imports of a 
coifntry exceed its exports, the two causes which 
affect the exchange, namely, the state of the 
trade and the state of the currency, in place 
of opposing, mutually concur in aiding each 
other's effect. From the evidence of the mer- 

* chants examined by the select committee of the 
House of Commons, it seems probable that 
throughout the year 1810 the balance of trade 
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with the continent of Europe was against Great 
Britain*, and this circumstance must have aided 
the effect of the depreciated currency in de- 
pressing the cxc^ntige. The balance of trade 
has since become favourable, 1 and a partial im- 
provement of the exchange has taken place. 
But these facts, so far from invalidating/ rather 
Serve to confirm all general reasonings on the 
subject. 

While paper continued to exchange at par for 
specie, its depreciation was on this ground plau- 
sibly questioned ; but this*' argument of course 
lost its force when guineas wer.e currently ex- 
changed for 25s. and 26s. in paper. A discount 
on paper, however, when exchanged for specie, 
though .decisive as to the depreciation of the pa- 
per, is not its necessary consequence, since a cur- 
rency, though depreciated, may still circulate 
at par. It is generally for'the purpose of being 
converted into bullion that specie is preferred 
to paper ; and the price .received for the bul- 
lion,' into which the specie is converted, will 
necessarily regulate the price at which it will be 
purchased. The price of bullion rises with the 
depreggaiion of the currency, being indeed the 

<je. r r 

measure of that depreciation, and an inconsi- 


* Report of the Committee, p. 12. 
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derable depreciation of paper will therefore oc- 
casion an equally inconsiderable rise in the 
price of bullion ; in which case it may not be 
worth while to give a premium for specie to be 
converted into bullion. If we suppose, for ex- 
ample, the paper to be depreciated 2 per cent, 
a quantity of bullion formerly worth L.100 will 
now cost in depreciated paper L.102 ; and 100 
guineas, therefore, exchangeable at par for 105 
one pound bank notes, will, when converted 
.into bullion, be worth 107 one pound bank 
notes and two shillings. The profit on the 
transaction, thu$*-amounting only to two gui- 
neas, will, after compensating the risk and trou- 
ble of collecfing and melting, leave nothing re- 
maining for a premium on i the 'specie. In that 
case the melter, who canilot t afford a premiuni, 
will endeavour to stop thembirbulation of those 
heavy pieces, which, though intrinsically more 
•valuable, still circulate at par for depreciated 
paper. In these circumstances specie will al- 
ways be scarce ; as, though it cannot be bought 
up at a premium, it will be secretly withdrawn 
from circulation, and converted into bullion. 

The state of the currency, subsequent' to the 
suspension of cash payments by the bank, was 
frequently brought under the consideration of 
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Parliament ; and a committee of the House pf 
Commons, appointed in the year 18 10 to inquire 
into the cause of the high price of bullion,' con- 
curred, after a laborious examination of evi- 
dence, in ascribing it to an over-issue and a con- 
sequent depreciation of bank paper. The rea- 
sons of this opinion will be found at length in 
the report, which exhibits a clear and compre- 
hensive view of the subject ; to which in the 
appendix many valuable details are subjoined. 

In opposition to the report of its committee, 
the House of Commons passed various resolu- 
tions, declaratory of the causes of the high 
price of bullion, and of the actual value of 
the currency' $ as if Parliament could restore 
by its votes the value which the currency 

c 

had lost by reason of its excess. Other pro- 
ceedings followed, however, which conferred 
substantial privileges on the depreciated paper. 

When the Bank of England first suspended - 
its cash payments, the law so far encouraged 
the circulation of its notes, that a debtor who 
offered them in payment was protected against 
arrest, thq||gh his creditor, by a common action . 
of debt, might still exact payment in guineas, 
the legal currency of the country. In 1810 
bank notes, owing to the progress of the depre- 
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ciation, began to be currently exchanged for 
less than their nominal value in specie, 2 5s. and 
26 s. in paper being given for a guinea ; and 
though Parliament had just voted the paper to 
be of its original value, a law was nevertheless 
found necessary, to prevent its being openly 
exchanged at a discount for specie. Severe 
penalties were accordingly imposed on the ex- 
change of paper for guineas at the market price $ 
and tenants who offered banknotes in payment 
of their rents were at the same time protected 
against distress, though they were still liable to 
a. common action of debt or of ejectment. In 
1811 an act was passed protecting a debtor who 
tenderdtl payment in Bank of England notes 
against all farther ^proceedings ; by which last 
fegulation'the depreciated paper became legal 
tender for all existing debts, without regard to 
its value ; and all creditors were accordingly 
injured precisely in proportion as the currency 
in which they were paid had varied from its 
standard. 

As it has been questioned in the recent dis- 
cussions on this subject, how far a rise in the 
market price of bullion above the mint price, 
joined to an unfavourable state of the ex- 
change, and how far even the exchange' of 
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paper for specie, at less than its nominal value, 
are to be regarded as indications of a depre- 
ciated currency, it will be proper shortly to 
point out the connection of the state of the cur- 
rency with the price of the bullion and with the 
exchange. 

The precious metals being universally used 
as the medium of exchange, have in all coun- 
tries been divided into pieces of a specific 
weight and finendft, of which the value has been 
certified by the authority of a public stamp. 
In the British currency a pound of gold 
is divided into 44i pieces or guineas, which 
bear the public stamp as the warrant of their 
weight and fineness ; and a pound of gold thus 
warranted cannot possibly be inferior in value 
to a pound of gold in any other form. To say 
otherwise is to maintain that one pound of gold 
may be of greater value than another pound of 
gold of the same weight and fineness. But 
when by rubbing and wearing the gold coin is 
diminished in weight, 44« guineas which will 
no longer weigh, will no longer purchase a 
pound of gold ; and according as one, two, 
three, or any greater number of guineas are 
i|ecessary to make out the weight, one, two, 
wee, of any greater number of guineas must 
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necessarily be added to the priee. When in this 
country,, therefore, the market price of the 
pound of gold rises above 44 1 guineas, its mint 
price, it may be fairly inferred tliat 44 £ guineas 
will no longer purchase, because they will no 
longer w^igh, a pound of gold ; and conse- 
quently^^pat the rise in' the price of gold is only 
the necessary compensation for the deficient 
weight of the coin. 

But if the price of bullion indicate the value of 
llie coin, it must, when paid in paper, indicate the 
value of the paper wkh equal accuracy ; for what 
* is* paper, but a»promisc to pay on demand a cer- 
tain quantity of*coin ? Paper must consequently 
be considered as coin ; and coin, m already re- 
marked, is bullionof a known weight andhneness. 
Forty-seven one pound bank notes are there- 
fore so many promises to pay on demand some- 
thing more than a pbund of bullion ; and when 
L.47 in paper will not purchase a pound*. of 
bullion, is it not clear that the paper has varied 
frpm its standard, and that the promise wl^ch 
it bears is no longer of the same value with the 
thing promised ? 

The state of the exchange between different 
countries is another sure test of the value of 
their respective currencies. In exchanging 
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coin for bullion the price is fixed by the intrin- 
sic worth of the currency in which it is paid ; 
and the exchange between different countries 
is substantially the same transaction, the cur- 
rency of the one being exchanged for that of 
the other, on a fair computation of the quantity 
of pure metal which they respectively contain. 
Thus, in computing the par of exchange be- 
tween Hamburgh and London, one pound 
sterling is reckoned something more than 
34 Hamburgh shillings ; and when a bill for 
L. lOO, drawn on Hamburgh by a banker in 
London, produces for each, pound sterling 
34 Hamburgh shillings, the exchange is said 
to be at par, and is generally supposed to de- 
note that the exports of the two countries arc 
equal to their imports. 

But when by an excess pf imports Lon- 
don is left indebted to Hamburgh, money 
must be provided to discharge this debt ; and 
the demand in London for money in Ham- 
burgh being greater than the demand in Ham- 
burgh for money in London, bills on Ham- 
burgh will, in the money market in Loudon, 
sell for a premium. This premiumj however, 
should never exceed the price of remitting 

to 

s$fe£ie from London to Hamburgh, as the de- 



ON PAPER CURRENCY. m 

mand for money in Hamburgh may in this 
manner be supplied to any extent. At this 
price the debtor country may always procure 
bills on the creditor country, and the expence 
of transporting specie, from the one to the other, 
must cpraequently form in all cases the limit of 
an unfavourable change. 

But by a change in the value of either 
of the currencies exchanged, the rate of ex- 
change may appear to vary to any extent, 
though it is really at par. The par of exchange 
between London and Hamburgh is 34 ; a Bri- 

• f 9 f ** 

ti'sh pound sterling being reckoned worth 34 
Hamburgh shillings. But if we suppose those 
Hamburgh shillings to lose one half of their 
weight, a British pound sterling will then be 
worth precisely double its former nominal value 
in this debased currency, and will accordingly 
exchange for 68 Hamburgh shillings. The 
exchange being computed on the former va- 
lue of the Hamburgh shilling and the par 
stated at 34, will then appear to be 100 per 
cent, against Hamburgh, though it is really 

* at par ; since although a greater number of 

Hamburgh shillings are in consequence of 
their diminished value exchanged for a pound 
sterling, any quantity of bullion paid to a 
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Hamburgh banker, and converted into a 
bill in London, will still purchase the same 
quantity of bullion in the London market ; 
and it is evident that the fact of so unfavour- 
able an exchange could not be otherwise ex- 
plained ; for if 68 shillings in Hamburgh, -of 
their standard value, were exchanged foi one 
British pound sterling, money w’buld be doub- 
led in value by the simple process of remitting 
it from the one place to the other ; and by 
the enormous premium thus gained, the dif- 
ference of exchange would soon be reduced to 
. * 

the necessary expence of transporting specie 
from the debtor to the creditor country. 

-flic merchants and bankers who were exa- 
mined by the Committee of the House of Com- 
moiis relative to the high price of bullion, 
asciibed the fall in the exchange to an unfa- 
vourable balance of trade. . But this notion 
was sufficiently refuted by the facts contained 
in their own evidence j from which it ap- 
peared, that in the existing state of the ex- 
change, a pound of gold, w orth 44 | guineas, re- 
from' Paris to London, produced in 
baak ? paper L. 59 . 8s., about L. 12 more than 
i|» value in coin ; and that the L.59. 8s. in 
|>ank paper, purchased in London one pound 
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and one ounce of bullion, with a small fraction. 

A pound of bullion, remitted from Paris to 
London through the respective bankers of those 
places, thus produced one pound and one 
ounce, and the premium of .one ounce gained 
on the transaction, equal to 8i per cent., ex- 
presses *the real amount of the exchange in fa- 
vour of Paris. . In like manner, a pound of gold 
remitted from Hamburgh to London yielded a 
premium of 13 dwls., and from Amsterdam a 
premium of 16 dwts., shewing the exchange to 
be . r >\ and 7 per cent, in favour of those coun- 
.ti^es, when bullion is exchanged for bullion. 
But a pound ofrgold remitted from Hamburgh 
to London, produced in bank notes L. 58. 4s., 
the premium thus amounting to L.ll. 10s. 6d., 
equal nearly to 3 ounces, in place of 13 dwts., 
the premium paid on the exchange of bullion 
ibr. bullion *. It is only of course when things 
known to be of equal value are exchanged, tJwrf* 
the result will express the real state of the ex- 
change ; for if tilings differing in value be ex- 
changed under a notion that they ate pf equal 
value, the exchange will appear to vary though 

t 

* See Appendix, Note (II.) where the reader will find 
some of the most material parts of the evidence of the 
bankers and bullion dealers respecting the high price of the 
precious metals at this period, t 
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really at par. Now we find, from the evidence of 
the merchants and money dealers, that when 
things known to be of equal value are ex- 
changed between Hamburgh and London, 
namely bullion for bullion, the difference in 
favour of Hamburgh is only about 5 \ per 
cent. ; but when paper, the value of which 
is the point in dispute, is exchanged for bullion, 
the difference is increased to something more 
than 25 per cent. This difference between 
paper and bullion cannot obviously arise from 
any unfavourable balance of trade, which must 
indifferently affect the exchange both of paper 
and bullion. Whence can it arise therefore 
but from the depreciation of the paper, in con- 
sequence of which more of it than formerly is 
exchanged for the same quantity of bullion ? 

As the circulation of paper generally exceeds 
out of all proportion the specie reserved fop its 
payment, it is obvious that a bank may in all 
cases be drained of its gold, by an unusual re- 
turn of its notes j and it was for the purpose of 
preventing this evil that the cash payments of 
the Bsi&c of England were suspended in 1797, 
the Measure being evidently justified by the ne- 
cessity of the case. By several successive acts, 

4 

however, the power of refusing specie, which 
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should naturally have ceased with the alarm in 

which it originated, was continued to the bank 
till six months after the conclusion of a general 
peace, chiefly as a security against the drain of 
specie which might arise from the great expen- 
diture abroad ; and. it has been since still farther 
prolonged. But though a great foreign ex- 
penditure may no doubt subject the bank to a 
demand for specie, I have endeavoured to show 
that the suspension of its payments was the con- 
sequence of the alarm and the demand for spe- 
cie at home, and that with some exertion every 
other casualty mights have been duly provided 
■for. It does wot appear necessary, therefore, 
that the faille slfbuld be exempted during war 
from the obligation of paying in. specie; more 
especially as experience seems to prove, that 
such a privilege cannot be exercised without oc- 
casioning an excessive issue and a consequent 
depreciation of papffr. 

The Committee of the House of CoraracwC 
in their report on the high price of bullion, pro- 
pose, that the bank shall be allowed two years to 
prepare for the necessary measure of resum- 
ing cash payments ; and the expediency of such 
an indulgence is obvious, because, while the cur- 
rency is encumbered with depreciated paper, the 
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immediate resumption of cash payments by the 
bank would be followed by the return of the 
whole of its superfluous notes in exchange for 
specie, which might be the cause of serious em- 
barrassments. But in the course of two years 
the measure might surely be adopted with per- 
fect safety, as during that period the superfluous 
currency might be gradually withdrawn frdm 
Circulation. 
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Dr Smith’s distinction between productive and 
unproductive labour, though it appears to be 
simple and obvious, has been perplexed by the 
ingenuity of subsequent reasoners, who main* 
tain every species of industry to be equally pro- 
ductive which contributes, however remotely, 
to.the general wealth. .According to this doc- 
trine, the soldier and the judge are reckoned 
productive labourers^ because they raise the 
value of the national stock by protecting it, thg* 
one from plunder and the other from injury ; 
for if the artificer of bolts and bars, who pro- 
tects property in detail, be termed a productive 
labourer, much more, it is argued, should those 
be placed in the productive class who protect 
property in the mass, and add to every portion 
of it the -quality of being secure*. In his ex-« 

* Edinl^irgh Review, VoL IV. p. 357* 
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planation of this subject, Dr Smith expressly 
states, that he does not mean to undervalue the 
utility of the labour which he denominates un- 
productive } and the preceding argument seems 

to proceed upon the fallacy of maintaining, that 

• 

labourbecause it is useful must necessarily be pro- 
ductive. But while the utility both of justice and 
of defence is freely admitted, the labour which 
is subservient to production ought not therefore 
to be confbunded with the labour which actually 
produces ; since by such a mode of reasoning, the 
plainest distinctions might be subverted. If the 
soldier, for example, be termed a productive la- 
bourer because bis labour is subservier t to pro- 
duction, the productive labourer might, by the 
same rule, lay claim to military honours ; as 
it is certain that without his assistance no army 
eould ever take the field to fight battles or to 
jgain victories. 

It is farther to be observed, that protection 
does toot improve the value of property, its ob- 
ject befog merely to preserve property to its 
actual possessors. There is surely, therefore, 
so utofc distinction between the labour by which 
value of a subject is increased* and that of 
'■**diich‘ the sole object is not to increase the va- 
4 lue, but to secure the possession. 
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Tlie case of the menial servant is still more 
decisive in favour of Dr Smith’s distinction. 
It seqjpa quite plain that the wealth of an in. 
dividual who maintains ten menial servants wilt 
be diminished exactlyby the expence of their 
maintenance ; while by maintaining ten labour- 
ers wlvo* reproduce their maintenance with a 
profit, -he will be richer by the whole amount 
of this profit. In answer to which it is observ- 
ed, “ that there is no such difference as Dr Smith 
“ supposes between the effects of maintaining 

“ a multitude of those several kinds of work- 

*• 

44 men. It is the extravagant quantity, not the 

• • • 

“ peculiar quality of the labour thus paid for, 
44 that Wirings on ruin. A man is ruined if he 
41 keeps more servants than he can afford to era- 
4t * ploy, and does not let them out for hire ; — 
44 exactly as he is ruined by purchasing more 
“ food than he can consume, or by emplo} ing 
“ more workmen in any branch ©f manufac- 
“ tnres than his business requires, or his pro- 
“ fits will pay It is only therefore when 
workmen or productive labourers are multiplied 
without necessity, and maintained in idleness, 
“or in other words, when they are not produc- 
tive labourers, that they are compared by this 

"*** Edinburgh Review, Vol. IV. p. 355. • - 



ON TRODtfCTIVE and 


13* 

writer -to menial servants ; for it is clear that 
while they reproduce their maintenance with a 
profit, they cannot be multiplied to the injury 
of their employer. Here then Dr Smith’s dis- 
tinction between productive and unproductive 
labour is plainly recognised ; since it appears 
that a master loses only by maintaining work- 
men without* employing them, or in other 
words, by maintaining unproductive labourers. 

According to the theory of the French Econo- 
mists, agriculture is reckoned thepnly productive 
employment ; because its produce, after replac- 
ing the capital and paying the wages of the la- 
bour employed in cultivation, leaves a rent or 
clear surplus to be added to the national capi- 
tal ; while the manufacturer, who is represented 
as merely reproducing the value of his own 
maintenance, is! on this account considered an 
unproductive labourer, 

^But the neat surplus by Which the Economists 
estimate the utility of agriculture, plainly arises 
from the high price of its produce, which, how- 
ever advantageous to the landlord who receives 
it, is surely no advantage to the consumer who 
payiriit. Were the produce of agriculture to‘ 
be sold for a lower price, the same neat surplus 
t|puld not remain, after defraying the ejspences 
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of cultivation ; but agriculture would be still 
v equally productive to the general stock ; and 
the only difference would be, that as the land- 
lord was formerly enriched by the high price 
at the expence of the community, the commu- 
nity would now profit by the low price at the 
expence, of the landlord. The 'high price in 
which the rent or neat surplus originates, while 
it enriches the landlord, who has the produce 
of agriculture to sell, diminishes, in the same 
.proportion, the wealth of those who arc its 
purchasers ; and on this account it is quite 
inaccurate to consider the landlord’s rent as a 
•clear addition to* the natibnal wealth. 

The ^upposeS pre-eminence of -agriculture 

being founded on the neat surplus which arises 

• • 

from the sale of its produce, manufactures are 
jeckoned unproductive by the Economists, be- 
cause the pi ice for which they are sold leaves 
no*neat surplus, aftdr paying wages and profit. 
Their whole theory is thus founded on the 6ar«ni 
fallacy. They never seem to consider that the 
neat surplus which they maintain to be the true 
criterion of productive labour, necessarily im- 
plies a high price ; and that if manufactures 
yield no, neat surplus, it is in consequence of 
their lojv price, which is advantageous to the 
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community in exactly the same proportion as 
it is .disadvantageous to the individual manu- 
facturer. In every improving society, the 
price of manufactures is gradually reduced by 
the us6 of machinery. But if manufactures, 
though produced cheaper, were still to be 
sold for > their former price, a large surplus 
would then remain after paying wages and pro- 
fit, and according to the theory of the Econo- 
mists, manufacturing industry would in such a 
,casc be productive. It is obvious, however, 
that by this high price, the manufacturer pro- 
fits at the expence of the community ; and that 
while the price is loW*, the community is bene- 
fited at the expence of the manufacturer. The 
only difference, therefore, between agriculture 

* f 

and manufactures appeal s to be, that owing to 
certain general causes, already explained *, the 
produce of the one is uniformly sold for a higher 
ppce than the produce of the other, in conse- 
“%aence of which, it yields a rent or surplus 
above wages and profit. 

* See observations On tie Price of such Commodities as 
yield a Sent. 
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It is remarked by Dr Smith, that the great 
'commerce of every civilized society is that car- 
ried on between thV, inhabitants of the country 
and those of * tfie town ; the country supplying 
the town with the means of its subsistence and 
the u aierials of its industry, and., receiving in 
return the manufactured produce of the* town. 
The trade carried on' between different Coun- 
tries is in no respect different from the trade 
carried on between the inhabitants of the same 
country ; and the trade of the world accord- 
ingly consists in a great degree of the exchange 
of rude produce for manufactures, or of manu- 
factures for rude produce. When a nation 
‘Wants capital and industry to manufacture, or 
to supply an equivalent, for the whole of its 
rud»fp£pduce, the surplus must be sent ^brqad 
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for the manufactures of richer countries; while 
the population and industry of the exporting 
country improving in the mean tHae in propor- 
tion to its abundant means both of subsistence 
and of employment, the surplus produce for- 
merly sent abroad is soon required for the 
employment and support of domestic industry. 
If the country still continue to advance in po- 
pulation and industry, its produce will no 
longer supply the wants of its inhabitants, and 
rude produce and subsistence will in that case 
be procured from abroad by an exportation of 
manufactures. Agriculture, encouraged, in the 

v f r> 

mean time, by the great demand for subsist- 
ence, the consequence of improving industry 
and increasing population, will rapidly ad- 
vance,* and its increasing produce will again 
become sufficient both for the support and em- 
ployment of the whole population. In this 
manner, in every improving country, agricul- 
ture and manufactures will alternately take the 
lead, the supply of rude produce and subsist- 
exceeding, and at other times 
the demands of population and 

owing to the want of manufac- 
turing industry, we are informed, that was 


ence sometimes 
falling ; ajh&rt of 
induiry. 
i* England, 
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formerly exported in its rude state for the wines 
^of France and the fine cloths of Flanders, and 
corn appears a$H to have been alternately export- 
ed and imported.^. It is stated by. Lord Bacon*, 
“ that whereas England was wont to be fed by 
“ other countries from the east, it sufficeth now 
“ to feedtother countries.” Hunle’also observes, 
that during the reign of James I. the nation was 
still dependent on foreigners for bread, and that 
“ though its exportation of grain now forms a 

considerable branch of its commerce, notwith- 
standing its probable increase of people, there 
“ was in that periotTa regular importation from 
“*the Baltic, as well as from France ; and if 
“ ever iP stopped, the bad consequences were 
“ sensibly felt by the nationt.” Ip the mean 
time, as the agriculture of the country Improv- 
ed, its increasing produce gradually became 
sufficient for the support of the whole popula- 
tion $ andjabout the years 1707 or 1708, a sur- 
plus remained for exportation ; which surplus^ 
by the subsequent progress of population and 
of manufactures, was again required for the 
support of domestic industry ; and about the 

* See Edinburgh Review, VoL V. p« 205. 

it Hume’s History, Appendix to the Reign of J^mesI, 



140 


ON THE P80GBESS OF 


year 1780, the exportation of g*ain from this 
country appears to have ceased* Since this' 
period, owing to the rapid progress of manu- 
factures, it has been found necessary to import 
both rude produce and subsistence ; and great 
part of the foreign trade of Great Britain, ac- 
cordingly, consisfs in the exchange of her manu- 
factures for the rude produce both of Europe 
and America. 

The capital and industry of America being 
chiefly engaged in agriculture, its produce ex- 
ceeds the demand at home in the same propor- 
tion as the produce of industry fails. The i ude 
produce’ of America is accordingly exchanged 
for the manufactured produce of Britain ; and 
thus, while America is assisted by the wealth 
and industry of Britain, the surplus produce of 
British manufactures finds an outlet in the con- 
tinually increasing demands of the American 
market. From the less improved parts of Eu- 
rope also, such as Poland, Russia, Denmark, 
and Sweden, Britain imports provisions and rude 
produce, for the employment and support of 
her overgrown population ; while the produce of 
th^ipountries is exported for want of capital" 
and industry to manufacture it at home. And 
weye it not for the demands of other-countries 
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Jor more rude produce than their own soil af- 
fords, the agriculture of these poorer* nations 
would be checked, “by the want of a market for 
its produce. ** 

If, as Dr Smith states*, the natural order of im- 

* 

provement was reversed by the potjpy of Europe, 
which favoured commerce at the expence of 
agriculture j the country where improvement 
ought to commence, advancing only in conse- 
quence of the prior improvement of the town ; 
V'c should naturally expect to find the industry 
of the country in continual arrear to the indus- 
try of the town, for a supply of subsistence and 
of rude produce.; and this scarcity of the pro* 
duce of the country would no doubt be a de- 
cided mark of its inferior improvement. We 
find, however, from Dr Smith’s own account of 
the commerce of those times, that rude pro- 
duce was exported from England for the wines 
©f France, and the fine cloths of Fhmders ; and hf 
states generally, that the trade of Europe con- 
sisted in the exchange of its own rude, for the 
manufactured produce of more civilized nations. 
But if ip Europe the rude produce of the coun- 
try was iti greater plenty than the finished 
work. ,of the town, does not this greater plenty 
* Vol. II. Book III. Chap. I. 
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of its produce clearly prove its superior im-, 
provemofit ; arid what then becomes of Dr 
Smith’s hypothesis respect&gMhe prior im- 
provement or the town ?' The inaccuracy of 
this hypothesis is apparent, indeed, in every 
view in which it is considered. The country, 
as Dr Smith himself states, being the original 
source of all improvement, it seems an incon- 
sistency to speak of the prior improvement of 
the town ; to obviate which, Dr Smith remarks, 
that the town; fey its commerce with distant 
countries, may flourish while the neighbouring 
country is in poverty. But though a particular 
town may thus improve fey means of < foreign 
commerce, a great continent, snch as Europe, 
to which Dy Smith’s reasonings apply, must al- 
ways furnish the means df its own increase, and 
, its towris can only improve in consequence of 
the prior improvement of the country. As 
their subsistence and the materials of their in- 
dustry must principally consist of domestic pro- 
duce, an increase of this produce must clearly 
precede every other species of internal irn- 
prc^ptent. 

J$f contrasting the progress of America with 
that inverted order of improvement^ which he 
Ijetes to- have taken place in Europe^ l3r Smith 
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,Jhas overlooked the very peculiar circumstances 
jjHiich influenced the condition of the New 
World*. The jtflQjgress of America has always 
been assisted by fbe-capital and industry of Eu- 
rope j by which a supply of manufactures being 
provided, the capital of the countrypsas left free 
for the cultivation of tbe soil, and agricul- 
ture rapidly advancing, a few scattered inhabi- 
i tants have grown up, almost within the memo- 
'ry of man, to be a great people. But in a less 
improved state of tire world, the demand of 
America for manufactures could not have been 
supplied from abroad ; her capital must, in that 
case, have been .divided between agriculture 
and the afanufacture of her own rude produce ; 
and population must have slpwly advanced, as 
in other countries, in proportion to the dimi- 
nished supply* of subsistence. 

In every country t^e state of manners will 
greatly depend on the nature of the equivalent 
given for the surplus produce of the soil. Where 
that equivalent consists in manufactures, wealth 
and industry will flourish ; but where there are 
no manufactures to give to the landlord for his 
surplus produce, it will generally be consumed 
by idle retainers. Such, accordingly, was the 
* " Vol. II. Book III. Chap I. 
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state of manners under the feudal system ; the ,, 
landlord distributing his surplud produce anaon^ 
a train of dependants, and %0#tikring his equiva- 
lent in military service. T4s§*fbadal system has 
declined throughout Europe ivitn the progress 
•of trade and„ manufactures. In <|he Highlands 
of Scotland this change is not yet fully accom- 
plished, though the ancient state of property is 
daily subverted by the progress of modern man- 
ners. The landlord, without regard to the he- 
reditary tenant, now offers his lands to the high- 
est bidder, who, if he is an improver,' instantly 
adopts* new system of cultivation. . The land, 
formerly overspread with small tenants or la- 
bourers, was peopled in proportion to its pro- 
duce ; but under the new system of improved 
cultivation and increased rents, the largest pos- 
sible produce is obtained at the- least possible 
.expence ; and the useless hands being, with 
this view, removed^ the population is reduced, 
not to what thddand will maintain, but p? what 
it will employ. The dispossessed tenants either 
seek a subsistence in the manufacturing towns, 
or, if th^y can afford the expence of the voyage, 
emigrate to America for a more congenial moae 
of life. But though emigration is their last and 
only resource, and is indeed the pessary con- 
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sequence of those improvements by which the 
.landlords profit, it is notwithstanding gene- 
rally discouraged, throughout the Highlands, 
and it has evd^-been represented as an evil 
which it might be ‘proper, in some cases, for 

the law to restrain $ as if those who are out- 
, * 
casts at home could, with any justice, be denied 

the poor privilege of exploring the world for a 

new settlement*. 

Among a people of simple manners, the ne- 
cessary supply of food and manufactures will be 
more easily provided than where luxury pre- 
vails, and a largey surplus of industry will conse- 
quently remain, for other purposes. It is in 
such a *state of society that a nation can 
most freely use its* population as* an instru- 
ment of, war ; and on this model were form- 
ed the ancient military communities both of 
Greece* and Rome., The surpllis produce of 
agriculture was engrossed’* by the state for the 
suppqrt of soldiers, who had no leisure to pro- 
vide for their own sustenance. Luxury was 
also checked by sumptuary laws, the legislators 
of those days easily perceiving that by the pre- 

► 

* For an account of the present state of the Highlands 
of Scotland, with the causes of emigration, see Lord Sel- 
kirk’s judicious treatise on the subject. 
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valence of luxury, the surplus produce of the 
soil would soon be diverted from the support of 
soldiers to that of artificers,^ Thus accordingly 
it happened. - The simplicity of republican 
manners was corrupted by the wealth of the 
conquered countries. The lands which for- 
merly supported soldiers and freemefi were en- 
grossed by the opulent senators, who spent the 
surplus on slaves and artisans, the ministers of 
pride and luxury 5 and the strength of this war- 
like community gradually declined under the 
same change of manners which subverted the 
feudal aristocracy of modern Europe. 



ON THE £aWS FOR REGULATING THE EXPORTATION 
.AND IMPORTATION OF CORN. 

In the early legislation of most countries, it 
has always been accounted a capital object to 
keep down the price of corn j and with this 
view, such penalties were formerly imposed on 
its* transportation from one place to another, 
that the* supply of the market was material- 
ly obstructed. In .this country ap act was 
passed in the reign of Charles II. ’which, 
though it sanctioned those prejudices, the 
evils of. which it was intended to correct, 
gave to the inland trade dn corn the freedom 
which it now enjoys ; and this act, as Dr Smith 
justly remarks, with all its imperfections, has 
done more for the encouragement of agricul- 
ture than all the other acts ever passed on the 
■ subject. 

But while the legislature was thus pro- 
viding* icr^the freedom of the iolantk trade. 
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in corn, the foundation was at the same time 
laid for that system of laws of which the objoct 
is ultimately to make corn cheap, by restraining 
importation, and encouraging exportation by 
means of a bounty. In pursuance of these view s, 
corn was subjected, on importation, to a duty of 
16s. per quarter, unless when the price exceed- 
ed 53s. 4d. to which it never rose but in conse- 
quence of extreme scarcity j and exportation was 
at the same time permitted at 40s. per quarter, 
arid afterwards at 48s. per quarter. At last, a 
bounty of S s. per quarter was granted in the 

f 

reign of William III. on all corn expoited, at 
whatever price. 

This system continued until the year 1765, 
when, in consequence of a Course of unfavourable 
seasons, importation was allowed duty free,a.id 
exportation was prohibited. Iq 1773 it was 
provided, that the high duties on importation, 
imposed during the fceign of Charles* 1 1., which 
amounted to a prohibition, should be taken off 
when the price of wheat rose to 48s.,. and that 
the bounty on exportation should cease when it 
rose to 44s. In 1791 a new law was made, by 
which the high duty of 16s. was paid on all 
wheat imported under 50s. ; above Sps. and 
under 54s. a duty of 28. 6d. was paid j and 
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above 54s. the duty on importation was low- 
ered to Gd. The bounty of 5s. on exportation 
was payable only when wheat was under 44s. 
per quarter, and when it rose to 4Gs. exportation 
was prohibited. In 1804, the prices at which 
wheat became liable to a duty qp importation 
were raised ; the high duty of 16s. being payable 
until the price rose to 63s. ; above 63s. and under 
66s. the duty was reduced to 2s. Gd. ; and above 
66s. it was still further reduced to 6d. 

The practical e fleet of these various laws was, 
from the time of Qiarles II. to the year 1765, 
.to # prohibit importation, while exportation was, 
from the reign of William III., encouraged by a 
bounty. From 1765 to 1773, exportation was pro- 
hibited and importation was allowed .• Byfhe laws 
id force from 1773 to 1791, importation was free 
during flight years of this period ; corn being iu 
thqse yHx s always above the price at which the 
duties on importation Were exigible ; and for a 
like season, during thirteen years of the same 
period, there was no encouragement to exporta- 
tion ; the price during these years being always 
too high to warrant the payment of the bounty 
'which the law allowed. After the year 1791, 
exportation and importation *were generally 
free, as cOin was almost always above tfte price 
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at which the high duty was exigible, or the 
bounty payable. In several scaice y tars also, 
which occurred after that period, special boun- 
ties were granted for the encouragement of im- 
portation. 

Various pi? ns have been subsequently pro- 
posed for reviving into greater efficacy the laws 
for restraining the importation of corn into this 
country, by raising more or less the prices at 
which the duties are exigible ; and in the year 
1813, it was suggested by a committee of the 
Hou-e of Commons appointed to inquire into 
this subject, that the high duty of ids per quar- 
ter on the importation ol wheat- »hould Le eonti- 
nued until the price rose to 105s ; and that above 
105s. and under 135s. a dufy of 2s. 6d. should be 
imposed. Under those regulations it is clear, 
that, as the countiy does not produce what is 
sufficient for its consumption, wheat" would 
never fall under 105s. per quarter; and even 
when corn rises above • this high price, the 
duly of 2s. 6d. would still operate as a check 
to importation. Other plans have been since 
proposed, of which, as they have all one object, 
namely, to regulate the price of corn by re- 
st! aining importation and encouraging exporta- 
tion, itls unnecessary to enter into tlie details. 
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In favour of this system it is urged, that 
while the exportation of com was encouraged 
by a bounty, and while importation was prohi- 
bited, prices were comparatively low and re- 

* 

markably steady ; and that after the year 1 77 3, 
when the encouragement to exportation, and 
the restraints on importation were virtually 
diminished, they gradually rose higher and 
were also liable to greater fluctuations. But 
it is not very easy to believe that prices 
were reduced in the home market by the 
law, which, by encouraging exportation, ma- 
nifestly tended to reduce the supply in that 
market, and thij£ to raise the price. It has 
been always understood that the price of 
commodities is fixed by the proportion be- 
tween tire demand and the supply. Increase 
the demand or diminish the supply, and the 
pric.e rises. Now, exportation surely tends to 
diminish the supply in the home market ; and 
how tljen can it lower the price ? By encou- 
raging agriculture, say the advocates of the sys- 
tem. Here then the inconsistency of the argu- 
ment manifestly appears. Agriculture, we are 
told, is encouraged by a high price of corn ; 
by restricting importation and encouraging ex- 
portation, <this high price is produced — and- 
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yet the project is recommended on account of 

its tendency to produce low prices. Where 

then is the encouragement to agriculture ? The 

prices must either be high or low. If they are 

high, where are the boasted advantages of the 

system to the community ? If they are low, 

where is the encouragement to agriculture ? 

* 

As the fact however is undoubted, that the 
money price of corn was low while importation 
was prohibited and exportation encouraged, 
•and that it rose while the trade was less re- 
strained ; and as it is evident that such effects 
could not be produced by the law, it is proper 
to inquire to what other principle they may be 
traced. 

It may be remarked, in the first place, that 
a rise in the price of corn may be occasioned as 
much by a fall in the value of the money as by a 
rise in the value of the qorn. Because more 
money is given for corn than heretofore, it does 
not therefore follow that its real value has risen, 
' as the same effect may be equally produced by 
another cause. From the time of foe Revolution, 
to the year 1773 , the period when the bounty on 
exportation was in force, prices were compara- 
tively few. From the year 1773 to the present 
-lime they have been much higher \ bet it is well 
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known that the value of money has greatly 
fallen during the latter period, and that every 

article of consumption, as well as corn, has con- 

* 

sequently risen- in price. Here then is a rea- 
son tor the Vise which has taken place in the 
money price of corn, and one everyway sufficient 
to produce the effect. More money is given for 
copij not because the corn is of more value, 
but because the money is of less value ; so that 
there is no occasion for ascribing it to the law 
prohibiting importation, more especially as the 
fact cannot in this manner be accounted for. 

But were it eyen true that the real value, and 
not the money jprice of corn, were lower in the 
former {han in the latter period, there are other 
causes to which it must be ascribed.* The great 
tfade of every community consists in the ex- 
change, which takes place between the town 
and the country, of, manufactured produce for 
the produce of the soil ; and in the progress of 
natkyial wealth, it happens atone time, that the 
value of what is produced exceeds the value 
of what is manufactured, and at another, that 
the manufactures exceed in value the produce 
of the soil ; in cither of which cases, an expor- 
tation will take place at one time of manufac- 
tures, and at another time of corn. Nojk, at 
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the time when the laws were passed granting a 
bounty on the exportation of corn, the agricul- 
ture of the country had got the start of its 
trade — there was more corn produced than the 
population required *. Corn was of course 
plenty, and its price reasonable. Far from 
being lower, however, on account' of the 
bounty granted on its exportation, it m^st 
have been higher on this account the quan- 
tity in the market must have been diminish- 
ed by the quantity exported ; and according 
to the rule by which prices are invariably 
adjusted, a higher price must have been the 
consequence of this diminished supply. 

Since the year 1772, the trade and nianufac- 
tures of the, country have taken the lead of its 
agriculture. There has been such an increase 
of capital, and such an improvement ofdndustry 
in all its branches, for the, last thirty or forty 
years, that its produce has exceeded in value 
the produce of the soil, and it has in conse- 
quence been exported for the produce of other 
countries, where there is not such an overflow 
of wealth and industry. This state of things, 
too, has been attended with an increase in our 
population, for the maintenance of which we 
•* St*? •tfUServations On tlie Progress of NationaFDpulence. 
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are in part indebted to other countries. There 
has thus been a great demand for industry— a 
great demand for an increase of people — and a 
great demand for provisions for their support. 
It is natural lo think, therefore, that in this lat- 
ter period, the real value of corn must have 
• • 
risen, and it is by means of this higher price, 

that an adequate supply has been procured from 
other countries. 

By violently checking this necessary supply, 
a great hardship must in the first instance be 
imposed on the consumer ; the natural course 
jof.the country to jmpnncmcnt must be checked, 
and one great stimulus to agriculture, namely, 
the improvement of manufactures, must be par- 
tially counteracted. • It is probable that those cf- 
fects may not go any great length ; because there 
is in every community a principle of internal vi- 
gour sufficient to remedy the effect offaultylegis- 
lation; and because also, in all those laws that re- 
gard the exportation and importation of corn, a 
dispensing power has been,from time to time, ex- 
ercised by the Privy Council, by which the law 
has been suspended, when it was likely to pro- 
duce any bad effects ; an undeniable proof, as 
Dr Smith justly remarks, that a system thus con- 
tinually interrupted by exceptions, nny&Jpve. 
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been defective in its principle. It now seems, 
indeed, to be generally admitted, that a com- 
munity will flourish most when trade is left 
perfectly free ; and there seems little doubt 
that the trade in corn, far from being an excep- 
tion, would be benefited in a most especial 
manner, were it left to find its level under the 
operation of this excellent principle. 

It has been stated, indeed, by those who re- 
commend the policy of restraints on imputa- 
tion, and bounties on exportation, that if com- 
merce were left perfectly hoc, agriculture 
would require no special encouragement ; but 
that as commerce has in every country been 
favoured by extraordinary encouragements, it 
is but fair that agriculture should be treated 
with the same indulgence *. That laws exist 
in most countries for the encouragement of 
trade is undoubtedly true;. But I have endea- 
voured to shew t, that the practical effect of 
this system has been greatly overrated by Dr 
Smith, and that commerce has received no 
real encouragement from those Jaws enact- 
ed in its favour. Admitting, however, that 

* Malthas on Population, Vol. II. Book III. Chap. 10, 
p. 272, 278. 

- l - P- 106 - Vol II. p. 141 
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certain branches of trade have been encouraged 
by particular statutes, those who admit the 
impolicy of all such expedients, surely act with 
singular inconsistency in endeavouring to esta- 
blish a system in regard to agriculture which 
they condemn when applied td trade ; and there 
is indeed* an end of all sound legislation, if one 
abuse' is thus to be' made the ground of another. 
If the laws, for the encouragement of trade are 
impolitic, this is a good reason for abolishing 
them. But it is surely no reason for extending 
the system to other branches of industry, and 
for thus giving it a greater degree of perma- 
nence. It is only besides to certain branches 
of tradfl that those extraordinary encourage- 
ments arc stated tp be granted and upon 
the same principle that agriculture claims pe- 
culiar privileges, every other trade which is 
not already encouraged, might with equal pro- 
priety lay claim to the especial favour of the 
legislature. It is obvious, in short, that if we 
once leave the sure ground of policy and reason, 
we cannot consistently reject any project of 
monopoly however pernicious or absurd. 

• With regard to the steadiness of price which 
k stated to have taken place in consequence of 
the Ubunty, it does not appear that price* were. 
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more steady when the bounty was in force, 
than after it was repealed. The bounty was 
granted in the year 1688; and in the several 
years of 1705, 1706, and 1707, the price of 
wheat was L.l. 10s., L.l. 6s., and>L.l. 8s. 6d. 
per quarter. In 1709 and 1710 it was L.S. 18s. 
6d. and L.3. 'lSs. In 1728 the price' was L.2. 
14s. 6d. In 1732 it was only L.l. 6s. 8d. In 
1740, 1741, and 1742, it was L.2. 1<>s. 8d., L.S. 
6s. 8d., and L.l. 14s. per quarter. In the three 
succeeding years it was only L.l. 4s. 10d., and 
L.1.7s. 6d. In 1757 it was L.3. In 1761 it was 
L.l. 10s. The highest prices here stated are 
generally about double the amount of the 
lowest prices ; and from the period When the 
law which granted the bqunty on exportation 
was repealed, no greater fluctuations of priec 
appear to hsive taken place. 

In arguing against tliis^ measure, Dr Smith 
maintains, that the rise which the bounty occa- 
sions in the price of corn is no advantage to 
the farmer, because the price of corn regulates 
the money price both of labour and of commo- 
dities ; and the farmer, therefore, if he receives 
a higher price for his corn, pays a proportiona- 
lly higher price for the labour which he cm- 
jp fojffih and for the commodities whiph he pur- 
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chases. I have already endeavoured to shew 
that the price of corn has no effect what- 
ever either on the wages of labour or on 
the price of commodities * ; and that in what- 
ever degree the bounty raises the price of corn, 
it increases the farmer’s profits, and thus gives 
a real encouragement to agriculture. The 
question, therefore, comes to be, whether agri- 
culture ought to be encouraged by violently 
raising the price of produce ? And if we judge 
of measures of this sort as they affect not merely 
the interest of the landlord, but that of the 
community at largCT they will all appear to be 
*higfhly unwarrantable. A perpetual famine 
would undoubtedly afford the best encourage- 
ment to agrieultuie ; # but, though no-one would 
recommend any measures tending to produce 
so great a calamity, in what respect do laws 
for presenting importation differ in their prin- 
ciple ? Their effect is to shut corn out of the 
country, that it may be scarce and of course 
dear ;* and it is not easy to conceive upon what 
principle, either of policy or justice, such a 
measure can be defended. It can neither be 
•maintained that, of late years, the price of pro- 


t See observations On tbc Wages of Labour.^ 
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visions has in this country been too low, or that 
agriculture has not been most flourishing ; and 
though trade and manufactures have gone be- 
yond it, this implies no backwardness in agri- 
culture — it is a state of things which will 
speedily work its own cure ; as the great stimu- 
lus which it always offers to cultivation, will 
soon bring it back to the level of trade and in- 
dustry. 
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The ancient policy of Europe imposed suck 
restraints on commerce, that in later times 
special treaties have been found necessary to 
restore the free inf&rcourse of trading coun- 
tries- * 

The principal*treaties of this nature of which 

it is necessary to give any account, are. Is/, The 

• • 

Commercial Propositions made by Great Bri- 
tain to Ireland in 1785 , and afterwards carried 
into effect in the year 1 800 , when the two coun- 
tries were united under one parliament ; and 
2 d!y, the Commercial Treaty concluded between 
France and Great Britain in 1786. 


OF THE IRISH COMMERCItL PROPOSITIONS. 

By the eaily policy of this* country, the com- 
merce of L eland was subjected to the', most 
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ruinous prohibitions. It was excluded from the 
British colonies in North America and the West 
Indies by the navigation laws, and it was cir- 
cumscribed both in Europe and Asia by the 
privileges of the English trading companies, 
and by particular statutes. The Irish woollen 
and glass manufactures were injured, and at 
length ruined, by a series of hostile enactments, 
the object of which was to prevent the impor- 
tation of the raw material, and afterwards the 
exportation of the finished manufacture. The 
same System of prohibition was extended, with 
some trifling exceptions, to the exportation of 
cattle and provisions of all sprts; and while 
the British manufacturers were allowed free 
access to + he Irish market, the introduction 
into Britain of the Irish manufactures was 
either obstructed by heavy duties, or eutiieiy 
prohibited *. 

in the year 1782 the Irish parliament, hither- 
to the organ of a British party, became the 
successful advocate of its owh independence 
and a free tirade ; and from this period, Ireland 

# The effects of this system of restraint in cramping the 
trade and industry of Ireland, are truly and eloquently de- 
scribed in the Speech with which Mr Pitt introduced to 
payment his plan for a free intercourse between the tw6 
comb* See Appendix, Note [K.J 
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maintained an unrestrained intercourse with 
other nations. But her trade with Britain was 
still subjected to all its former restraints; and for 
the purpose of removing these, Mr Pitt brought 
forward, in 1 785, a series of commercial propo- 
sitions, which being agreed to by tjie Irish par- 
liament, only required the sanction of Britain 
to form the law of the two countries. 

By these regulations, it was proposed to re* 
fnove all the prohibitions on the reciprocal ex- 
change of produce between Britain and Ireland, 
and to equalize all qjisting duties on importa- 
tion^ by reducing .them ih the country where 
they uTere highest* to the amount payable in the 
country where they were lowest, except where 
u commodity was liable in either country to an 
internal tax ; in which case it became necessary 
to impose a countervailing duty on its importa- 
tion. . It Was also agreed, that in future neither 
country should impolfe prohibitions on the im- 
portation of the produce of the other, nor grant 
bounties on the exportation of its own. 

This enlightened system lor the free trade of 
two neighbouring countries, was opposed by 
nferchants who disliked competition, and by 
statesmen hostile to the existing administration ; 
and unhappily with so much success, that 
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Pitt, to satisfy 4 the British manufacturers, found 
it necessary to introduce various alterations in- 
consistent with the independence of Ireland. By 
the new clauses the British parliament was em- 
powered to regulate the trade and navigation of 
Ireland j and in many cases the exportation of 
Irish produce was subjected to the burden of 
the high duties payable in Britain, for the 
avowed purpose of protecting the British 
against the competition of the Irish mamifac-" 
turer with his low duties. The measure thus al- 
tered being regarded by the Irish legislature as an 
encroachment on its rights, r w,as on this ground 
finally rejected. From this^ period ( the inter- 
course of the two countries continued under all 
its forme* restraints till the year 1800, when the 
legislative union which then took place naturally 
suggested the policy of a freer trade. It was 
accordingly proposed to withdraw all duties, 
prohibitions, and bounties, both on exportation 
and importation, with the exception of.counter- 
vailing duties, corresponding to the internal 
taxes established in each country, and to im- 
pose a dutjf of 10 per cent, for 20 years on 
the importation from either country into the 
other of Certain enumerated commodities. Du- 
*fci4rwere also imposed on the importation of 
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calicoes, cottons, and muslins, and on cotton 
yarn and cotton twist ; which were to be gradu- 
ally abolished, and altogether to cease in the 
year 1816 . 

To impose heavy duties on the importation 
of foreign manufactures is certainly not the 
most eligible mode of encouraging*domestic in- 
dustry ; but, as the protecting duties agreed to 
by this treaty were not to be permanent, no 
great fault can be found with this part of the 
arrangement. 

The trade between two countries, subject to 
different and unequal* taxes, must of course be 
legated by drawbacks and countervailing du- 
ties ; it being necessary, in justice to the do- 
mestic dealer, where a commodity is liable 
to .an internal tax, to subject it to* a similar 
tax when brought from abroad, and in like 
manner to allow a drawback of all internal 
duties on its exportation. To this interruption 
the intercourse of Great Britain and Ireland 
is necessarily exposed, as in consequence of the 
different modes of taxation which they respec- 
tively pursue, certain commodities are taxed 
•in the one country which are not taxed in the 
other; and on this account they can neither 
be exported nor imported, without either paying 
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duties or having duties drawn back. It is, how- 
ever, provided by the 7th article of the union, 
that if the debt of Great Britain and Ireland 
should be in the proportion of their respective 
contributions to the common cxpcnces of the 
empire, or nearly so, t.e. as 2 to 15 , the united 
parliament might then proceed to extend the 
same system of taxation to both countries ; in 
•which case there would be no farther necessity 
for drawbacks and countervailing duties, and*, 
the trade between £rreat Britain and Ireland 
would be carried on with the same freedom as 
the internal trade of Great' Britain. 

n i 

The proportions here stated can only-take 
place in consequence either of the decrease of 
the British, or* the increase of the Irish debt ; 
and we have no data to calculate when the 
debt of either country may be so far diminished 
or increased. 

r 

But though; the common revenue of the em- 
pire cannot be raised by one uniform system of 
taxation, while different parts of it continue so 
unequally burdened, it seems no way necessary 
to retain the taxes peculiar to Ireland. The 
sum for which Ireland is liable, whether on ac- 
count of her own debt, or for the general ex- 
igences of the public service, might, without dif- 
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ficulty, be raised by taxes on the same articles 
which are taxed in Britain ; and there would be 
then no other difference between the two coun- 
tries, except that the one would be more heavily 
taxed than the other. Certain articles would 
be taxed in Britain which would not be taxed 
in Ireland, and the drawbacks anti countervail- 
ing duties connected with such articles, would 
form the only obstacle to a free trade. 

If by new-modelling the system of taxation 
in either country the revenue of Ireland could 
be thus raised, such an arrangement would es- 
tablish the freest intercourse that can possibly 
ta&q^ place between the two countries while 
they coiftinuc so unequally burdened. 


THE COMMERCIAL TREATY CONCLUDE!} BETWEEN FRANCE 
AND GREAT BRITAIN IN 1786. 

The conclusion of this important treaty form- 
ed a new era in the history both of France and 
of Britain. They had for centuries before been 
rivals and enemies ; and their commercial po- 
licy was dictated by the same spirit which 
•prompted their unhappy wars ; insomuch 
that though they possessed the materials of a 
fiosf extensive commerce, the one aboundyjg 
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in all that art and industry can supply, and the 
other in the productions of a more favoured 
soil and climate, the exchange of their pe- 
culiar ptoduce was discouraged by a com- 
plicated system of restraints and'heavy duties. 
The object of the commeicial treaty con- 
cluded by M'r Pitt in 1786 was to abolish all 
those pernicious restraints, and connecting the 
two countries in the bonds of a reciprocal 
trade, to pledge them, by their mutual interests, 
to an oblivion of their ancient animosities. 

All the heavy duties formerly imposed on 
the importation, into either country, of the 
produce of the other, were accoidingly polic- 
ed. The importation of French wined was per- 
mitted at the seme duties as the wines of Por- 
tugal,’ according to the stipulations of the Meth- 
ven treaty *, or at one-third less than the duty 
formerly paid. The duties on various other ar- 
ticles, the produce of Franc®, were materially 

* It was stipulated in the Metliven treaty, that the wines 
of Portugal should bt imported into Britain at duties one- 
third under those of France. A reduction of one third 
part of the duty on the importation of Frencli wines, ne- 
cessarily required, according to the agreement entered into 
withr Portugal, a reduction of one third on the importation* 
of Pqttuguese wines ; a condition which, after the amicable 
adjiifttment of the pending negociations with Portugal, was 
c^Aed into effect* 
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reduced ; beer was subjected to a, duty of 30 
per cent., and on various other commodities' a 
duty was charged, according to the sixth article 
of the treaty, of from 10 to 12 per cent, which 
could evidently be Ho impediment to the trade 
of the two countries. On such commodities as 
were not*specified, it was agrced*that no higher 
dutyshould be levied than on the same commo- 
dities imported fiom the most favoured nations. 
The ships of both nations were exempted fiom 
the port duties which they formerly paid, and 
creditors in the one country were allowed the 
important privilege of gueing for debts in the 
o^r. In several important particulars, the 
maritime law of Europe was altered by this 

treaty, the list of contraband articles of war 

• § 

being extended only to such as were necessary 
to a land war, while France was allowed to 
trade ^'ith the enemies of Britain in every thing 
belonging to a ljaval war. The right of search 
was also abandoned by both parties, a certifi- 
cate, signed by the proper officer, being held to 
be a sufficient warrant of the legality of the 
cargo. 

The views in which this treaty originated 
were explained by Mr Pitt when it was sub- 
mitted to parliament ; and the sentiments wl iisfe , 
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he expresses give to this measure a remarkable 
character of moderation and of wisdom. In reply 
to an argument inculcating constant jealousy of 
France, he enquired, whether “ in using the 
“ wonl jealous//, it was meant to recommend to 
“ this country such a species of jealousy as 
“ should be either mad or blind such -a species 
“ of jealousy as should induce her either madly 
“ to throw away what was to make her happy, 
“ or blindly grasp at that which must end in 
“ her ruin ? Was the necessity of a perpetual 
“ animosity with France so evident and so press* 
“ ing, that for it we were to* sacrifice every com- 
“ mercial advantage we might expect fro**?'- a 
“ friendly intercourse with that country ; or 
“ was a pacific^ponnexion between the two 
“ kingdoms so highly offensive that even an 
“ extension of commerce could not counter- 
“ poise it ?” Towards the close of tfic same 
speech, he observes, “ The quarrels between 
“ France and Britain had too leng conti- 
“ nued to harass not only those two great 
** and respectable nations themselves, but had 
“ frequently embroiled the peace of Europe ; 
“ nay, it had disturbed the tranquillity of* 
“ the most remote parts of the world. They 
“ had, by their past conduct, acted as if they 
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« were intended for the destruction of each 
“ other ; but he hoped the time was now come 
*f when they should justify the order of the uni- 
*? verse, and show that they were better cal- 
“ culated for the more amiable purposes of 
** friendly intercourse and mutual benevo- 
“ lence. v — “ Considering the treaty,” he con- 
tinued, “ in a political view, he should not 
“ hesitate to contend against the too frequently 
,e advanced doctrine, that France was and must 
“ be the unalterable enemy of Britain. His 
“ mind revolted from this position as monstrous 
“ and impossible. "To suppose that any nation 
is unalterably the enejny of another was 
“ weak»and childish. It had neither its fouuda- 
“ tion in the experience of Rations nor in the 
history of man. It was a libel on the consti- 
“ tution of political societies; and supposed 
“ diabolical malice in the original frame of 
“ fnan*.” j * 

It is only when the policy of states is guided 
by such liberal and enlightened views, that na- 
tions can hope for permanent repose. Before 
the conclusion of this memorable treaty all 
friendly intercourse was discouraged between 
France and Great Britain. The statesmen of 
' Debrctt’s Parliamentary Register, Vol. 21, anno 1787 ,. » 
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this country seem to have imagined, that be- 
cause Louis XIV. disturbed the peace of Europe 
each succeeding ruler must necessarily possess 
the same ambitious views ; and acting on those 
suspicions, they in part provoked -the enmity 
of which they complained. A different policy 
was now pursued. The rulers both of France 
and of England, far from acquiescing in the ne- 
cessity of eternal enmity between the two na- 
tions, resolved to try the experiment of a sin- 
cere and lasting union ; and it is in this view, as 
a political as well as a commercial measure, that 
this treaty will evei remstm a monument of 
policy and of wisdom — the discourse of mqfl^sf 
reflection in after ages, and the theme of the 

historian’s praise.** 

> 

« 

* A copy of this# tieaty will be found in the Append^ 
Note [L.] 
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Thf events of war are decided by discipline, 
numbers, and military skill ; and wherever one 
army conquers ^mother, ‘it must be owing to its 
superiority in $ome one or other of those essen- 
tial points. 

Discipline consists in lial5i& of prompt obedi- 
ence to command, and in that courage which 
naturally arises from the practice of war. It 
seems* to be evident both from reason and 
experience, tlult a regular army, bred to duty 
and obedience under the severe sanction of mili- 
tary law, and trained to warlike habits amid the 
perils of actual service,— -the soldiers full of confi- 
dence in their officers, and they in return glory- 
ing in the achievements of their troops, must in 
battle possess a decided superiority over a body 
of peaceful citizens, occasionally employed-*!*’ 
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military exercises, but wholly unpractised' in 
war. With the outward appearance of soldiers, 
such troops must be deficient in all the essential 
qualities and habits which are formed by the dis- 
cipline of armies, and the duties of the field ; and 
which, 4s they chiefly contribute to the gaining 
*of battles, constitute the perfection of a raili- 
tary force. The distinction between regular 
troops and bodies of citizens occasionally trained* 
to the use of arms, but neither subject to mi- 
litary law, nor exposed to the hazaids of war. 
Is accordingly recognised by t all military writers. 
It has been acted upon by the mosjt skilful gene- 
rals, and is sanctioned by universal experienff ; 
since it has always been found that) where ir- 
regular troops hath been ra«hly exposed to the 
attack of a veteran force, they have been irre- 
coverably broken and dispersed at the first on- 
set, while in these circumstances panic generally 
aids the sword of the enemy, arid numbers only 
augment the confusion. 

A commander, therefore, who invades a coun- 
try at the head of a regular army, and who is 
fuliy aware of its power, will naturally endea- 
vour, if he is acting against new levies, to bring 
On Seattle ; and having, by the bravery of his 
s, driven his adversary from the field, he 
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Will hasten to complete his ruin, by a bold and 
rapid pursuit, pushing forward into the invaded 
country with his victorious troops, attacking 
and dispersing the flying bodies of the routed 
army, and crushing resistance wherever he ap- 
pears. So long as an army exists to check, how- 
ever impeVfectly, the adversary’s Torce, there is 
always* some hope of repelling his attack. But 
the destruction of the army is an irreparable 
blow ; as ^ leaves a country defenceless and 
open to the conqueror. It is to the army that the 
peaceable inhabitants K»ok for protection, while 
they are preparing for defence, and are yet 
una^e to protect themselves, and they afford in 
return, to the army, the constant means of reno- 
vation under the Iossqs of the*fi£ld. The army 
anti the population, while they are thus united, 
form a sure and solid defence ; but their union 
once broken by the overthrow of the army, the 
country is lost. The army is the rallying point 
for all. those who are disposed to unite against 
the enemy. It is the basis on which every ar- 
rangement 'must naturally rest, and if it is once 
shatteied and thrown down, the people must 
5> r ield without a struggle. Resistance confined 
to secret plots and petty insurrections will then 
assume the character of treason against ests— 
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Wished power, and the ruin and punishment of 
its authors will give the last blow to an ex- 
piring cause. 

If the invader, in place of carrying on a dar- 
ing system of attack, wastes his time and the 
energy of his troops in timid and indecisive war- 
fare, he allows* the country that precious interval 
of leisure, which if duly improved may be suf- 
ficient for its defence, ills policy consists in 
dispatch, that he may subdue his enemies before 
their arrangements for defence are complete ; 
but if lie neglect the first fair opportunity of 
success, he cannot rationally^ calculate on find- 
ing another. __ tf 

A commander who undertakes the defence 
of a country with troops „which lie cannot on 
Equal terms expose to his adversary’s attack, 
will naturally seek for llis inferior force the shel- 
ter of strong positions, where, if he be attacked, 
he may hope to escape a ruinous defeat, while 
his adversary attacking at a disadvantage, may 
suffer such a loss of men as may not only disable 
him from ar»y further prosecution of his enter- 
prize, but may lead to his final ovei throw. 
•If the invading army lefusc to attack, its 
Ingress is stopped, which is a gieat su p to the 
successful defence of the countiy ; for as in ge- 
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neral its population far exceeds in physical 
power the force by which it is attacked, it is 
not so much the means of defence that are 
wanting as time to .call them into activity and 
use. In war nothing is so valuable as time; 
and a country, by wisely improving every inter- 
val of leisure, will finally overpower the most 
formidable assailant. When Sertorius, the Ro- 
man general, had recourse to bribery, to gain 
the passes of the Pyrenees, and was reproached 
with a conduct so little congenial to the feel- 
ings of a Roman ^oldier, he laughed at these 
scruples, adding, “ that he never scorned to 
bu$i time of an enemy at any price.” It is in 
this view that a well trained army is so formida- 
ble an instrument, being ready to pverwhelm a 
country, while it is providing for its defence. 
But if an invading army be once involved in a 
coptest of indecisive movements, this peculiar 
advantage islosi; the invaded country has 
for defence ; and its newly raised force, 
dually inured to war, becomes formidable in 
the field, covering the population from the in- 
roads of the enemy, and drawing in return from 
the population supplies of men to any Extent. 
A country may thus be defended against the 
superior discipline of an invading army, -bf 

VOL. VV. M 
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a skilful use of its natural advantages ; or the 
invader may fail in his entcrprize, from the 
want of means, or from his own timidity or 
misconduct. 

A country which is defended by a numerous, 
brave, and well commanded army, can only be 
conquered by an army braver and better corti- 
manded, and either more numerous, or with 
greater means of repairing the ravages of war. 
In such a contest, no easy nor very decisive ad- 
vantages are to be looked for; every inch of 
ground will be obstinately t disputed ; and the 
invader, to succeed, must push his force through 
a course of desperate service, in which doubt- 
ful victories will be gained at a very high 
price. If he lias not abundance of means, 
his force will perish under the waste of ser- 
vice, and every battle will bring him nearer to 
destruction. 

A country which is still furtllfer strengthened 
by 1 chain of fortified towms, will by that means 
acquire an additional security against any sud- 
den inroad ; as the enemy’s force, arrested 
at the frontier, may be engaged in a destruc- 
tive Warfare of battles and sieges, in which 
army $l£icr army may waste away, without 
visible progress in the work of conquest. 
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An invader who has not the mealfs of support- 
ing such ruinous warfare must be foiled in his 
attack. His at my, pushing on in tne full career 
of its exploits, must be exhausted at length 
by a succession of dear bought victories. His 
scheme of conquest must fail for want of the 
means necessary to carry it into effect. Hecannot 
pay the fair price for success — he cannot hazard 
any of those daring attacks, in which victory 
must be purchased by an enormous sacrifice of 
men. No harrassing marches, — no sanguinary 
battles can be tried. The enthusiasm of his 
troops is suffered t?> languish under a system of 
tie*id and profracted warfare ; and the country, 
relieved from tlie vigour of his attack, has lei- 
sure for defence. • » 

• , 

• A well supported army, however, pushed on 
with vigour and skill, will pierce through every 
opposing barrier, either of strong positions or of 
fortified towns, j The utility of these defences 
consists in wasting both the time and the strength 
of an invailing force. But an invader who can 
repair this waste, wild can instantly bring into 
the field a crowd of new assailants, and who, to 
gain time, can lavish the blood of his troops in 
a series of incessant attacks, cager.for the prize, 
and 'regardless of the cost, will, in the end*- 
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triumph over the natural and artificial strength 
of any country. 

The invasion of Greece by the Persians ia 
the first g^eat military enterprize of which 
there is any authentic account. The battles 
to which this expedition gave rise were fought 
between the mimerous and tumultuary armies 
of Persia and the small but well disciplin- 
‘ ed bands of Greek patriots. Courage and 
skill were thus fairly matched against superior 
numbers, and in the end they completely 
triumphed. In the battles of Marathon and 
Platea, the vast armies of 4 Persia fled before 
a handful of Greek troops. The general effemi- 
nacy of manners among the Persians had cor- 
rupted the discipline of the army, which was 
besides attended by a train of idle followers, 
that added to its numbers, though not to its 
strength. The institutions of Greece, so wisely 
contrived to make a nation of warriors, were at 
this time in their full vigour j and the Greek 
troops, bred in so admirable a school, excelled 
the Persians as much in valour as they fell short 
of them in numbers. They accordingly gained 
a complete victory with a trifling loss. The 
Persists were routed and dispersed, and were 
■Ufgjgft able afterwards to make the least show of 
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resistance in the field. So complete ^ victory, 
so easily gained, plainly shewed that, no serious 
resistance had been made. Th^' wars which 
afterwards broke out among the stages of Greece 
were carried on with troops nearly equal in 
discipline. There was, accordingly, in every 
action an obstinate struggle fdf victory ; and 
the firmies on both sides being equal in bra- 
very, the skill of the generals usually decided 
the contest. The celebrated battles of Leuctra 
and Mantinea were gained entirely by superior 
science ; Epaminondas the Theban general hav- 
ing, by a masterly manoeuvre, suddenly broken 
tlfe, Lacedemonian centre, and thrown it into 
irreparable disorder. In the war of Greece, with 
Philip of Maccdon^ both prunes seem to have 
had brave troops ; and the battle of Clieronea, 
so i'atal to Greece, was lost, not by any want of 
valour. in the soldiers, but by the incapacity of 
the generals. IJhe Greeks, though they fought 
well, were so unskilfully managed, that they 
were routed and dispersed. 

The subjection of the states of Greece under 
one great power made way for the long threat- 
ened iuvasion of Persia. This great entQrprize 
was accordingly undertaken by Alexander the 
Gre’at, who, having defeated the Persians in 
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veral decisive battles, made liimsclf master of 
the whole; . country. In this war the veteran 
troops of JVhicedon were matched against the 
effeminate aifcd ill-trained armies of Persia, which, 
though greatly outnumbering their enemies, 
were routed in four gieat battles, and were 
at last cntirely"disper»ed. These decisive vie, 
tories, so cheaply gained, insured to Alexan- 
der the conquest of the countiy. If he had 
been more skilfully opposed, and had in con- 
sequence lost more men, he would ha\e had 
great difficulty in recruiting his annies; and 
it seems doubtful, howeve^ ably he had ma- 
naged his force, whether he could ha\c suppli- 
ed a destructive warfare, so far from his own 
territory. „ 

The rise of the Roman power forms an inter- 
esting era in history. The polity of Rome was 
directed to fiecdoin and gloiy, to winch her 

l 

government and civil institutions weie cntiiely 
subseivient. By the laws of the republic, the 
Roman tcrritoiy was shaied among a race of 
boldicrs and freemen, ready to second with their 
blood the warlike views of the state. Their 
martial spirit was debased by no scr\ ile indus- 
try. Agriculture was the sole put suit; and the 
Jjnsurc of' peace was filled up with the disci- 
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pline of war. The Roman youth Were famili- 
arised by the daily task of military pUiy to the 
toils of actual service, and hardei^ejJ' by such 
a process of domestic training, /they excel- 
led both in* body and mind title troops of 
every other nation. Rome, with her whole 
population, trained and disposable for war, 
was in this manner the most perfect model 
that can be conceived of a military com- 
munity. 

To guide this mass of strength, the popular 
institutions of the republic, which placed with 
the people all civifr and military appointments, 

* insured an able* government. The choice of 
the people alwtfys implies some peculiar merit 
or fitness in the person chosetj. , ^Public opinion is 
ip truth the test of merit — it is tint great mar- 
ket in which men are estimated at their true 
value ; and where it guides the appointments of 
the state, it is sure* to place in the public ser- 
vice the whole Silent of the community. Such 
was the system established at Rome ; and un- 
der its favouring influence, ability naturally rose 
to its level ; capacity for service was the sacred 
, principle which governed the distribution of 
public trusts; and the result was such a display 
of power as subdued the world. 
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The continual warfare in which this state 
was engaged, preserved and improved the mili- 
tary scien^e\ Every branch of knowledge con- 
nected witlrwar was diligently studied ; instruc- 
tion was sought from friends and foes ; and the 
art of war was thus gradually brought to perfec T 
tion. With abundance of brave men, therefore* 
with able generals, and a complete knowledge of 
war, the armies of Rome went forth conquering 
and to conquer; and her enemies being interior 
in warlike strength, were, each in their turn, 
overpowered by the weight and violence of her 
attacks. * 

During her progress to empire, the power of 
Rome was exposed to many rude attacks. The 
causes of her greatness were, however, so 
firmly rooted in the constitution and manners 
of the people, that victory was still the result 
of each new struggle. ,The invasion of Italy by 
Pyrrhus was the first great iriakof her strength. 
This warlike prince took the Yield with brave 
troops, and gained the first battle that was' 
fought; but, with such a sacrifice of men, 
as clearly . presagfsd the ultimate failure of his 
enterpipp. A Reasonable defeat completed his 
dism^yi and forced him with disgrace from the 
Roman territories.- 
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Hannibal, a more formidable assailant, pene- 
trated into Italy by a daring march aWoss the 
Alps ; and having gained three gr£ag battles, 
spread everywhere the terror of his aprons. The 
Romans, foiled in the field, had recourse to de- 
fensive war ; and having raised new armies, suc- 
ceeded in bccupying positions which Hannibal 
could not have carried without a ruinous waste 
of his troops. His progress was thus checked ; 
and while he was wasting his force without for- 
warding his object, Home was embodying her 
whole population against his declining strength. 
He wanted men to carry his army through such 
a series of destructive battles as would have in- 
sured the* conquest of Rome. He had drawn 
out a fair scheme of conquest, hnd»had assembled 
a fine army ; but while he giaspcif the fireci- 
ous instrument of victory* he wanted the means 
of keepipg it in repair till its work was finished. 
Success was to 'lid obtained by the most pro- 
digal sacrifice of men, while the want of men 
» 

was precisely the defect for which he had no 
remedy. The road to conquest was thus shut 
against him. Ilis advance was impossible ; and 
time, which was wasting his strength, was (jaily 
multiplying the resources of his enemies. 

The power of Rome declined with that state 
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of property and manners which placed the whole 
population at the disposal of the state. In every 
nation, surplus produce of the soil is the 
great fund \ either of enjoyment or of power*. 
The Romans',* hitherto intent on pbwer, had dis- 
posed of it in the maintenance of soldiers. But 
when the senators came to ingross tH’c lands of 
the poorer citizens, they substituted for the sol- 
diers, who were the original possessors of the 
soil, a race of slaves and artizans, the ministers 
of pride and luxury. The foundation was thus 
laid for enjoyment, at the expence of power ; 
and Rome, though ruling over a larger popula- 
tion, possessed fewer citizens,* and of course 
fewer soldiers. The decline of fieedcftn and of 
the national charmer, kept pace with the pi o- 
gress of luxury ; and the degenerate Romans, 
disgusted with the perils of war, were content 
to owe their safety to the sword of the barba- 
rians rather than to their owh courage. 

In transferring the seat of government to the 
cast, a pure despotism was established with 
all its manifold corruptions ; and in the de- 
cline of warlike habits, and of every manly 
virtue, the materials of an army were no longei 

* See observation® On the Progress of National Opu- 
* lenco. > 1 
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to be found. Military discipline was Jrt-llaxed ; 
the science of war was neglected ; and}' in this 
lamentable condition, the Greek empire was 
assaulted by the vigour, of the Turkish power* 
From this period commences a long era of na- 
tional calamity, in which the loss of the capital, 
after being stript of its depcndeiit provinces, 
concludes the tragical story of imbecility and 
ruin *. 

* The circumstances which hastened the decline of 
Home, are so simple and obvious, that in place of in- 
quiring why the empire was destroyed, we ought rather, 
according to Mr Gibborj to be surprised that it last- 
ed so long. The renyaik is just ; and to solve the prob- 
lem of its duration, the following causes may therefore be 
.suggested. • * 

I. It was the policy of Augustus^whcn he assumed the 
government, to conceal the extent of fug power under a 
shew of freedom; by which means he preserved, along witli 
the forms of the ancient constitution, some remains of the 
national spirit. From tins source was derived the martial 
ardour of the Homan legiqns, which, while it lasted, w as 
more than a mauh for* the untutored valour of the barba** 
i ians, and preserved tlfc frontiers from their inro ds. 

II. Tiie decline of Home was arrested by the vigour of 
her elective system. The Roman enipcior*, though they 
frequently owed their dignity to the basest motives 
were often chosen for their public services or their mar- 
tial virtues. At other times, the competition for su- 
preme power was decided by the sword ; and the contest 
which ensued, however cjestructive of the peace and happi- 
ness of the community, was a fair trial of skill, in which the 
sovereignty was the prize of superior talent, The losing etui- 
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In thd wars of the middle ages, there is no- 
thing t&'nx .the attention of a rational inquirer. 
The contests between the barbarians of those 
times were usually mere exhibitions of courage ; 
and it wasNiot until civilization had made 
greater progress, that science resumed its in- 
fluence over* the fate of battles. The Turks, 
flushed with their triumph over the ‘declin- 
ing empire of the Greeks, carried on, foi 
a length of time, some fierce wars with the 
states of Christendom. But the superiority 

of European science at length decided the 

« 

struggle and circumscribed f the conquests of 
these modern barbarians. In Europe the art 
of war was studied and improved *in com- 
mon with alb" other artg and sciences, while 
in this, as in other matters, the Turks retain- 
ed their original ignorance. In the wars of 

didutc was condemned to obscurity, Dn a lair comparison of 
merit with his more fortunate and aty'e rival. By whatever 
path, therefore, the Roman emperors rose to their high 
station, there was generally some question of their capa* 
city for the discharge of its great duties. Hence arose a 
succession of able princes, whose talents imparted new vigour 
to the declining state. Nerva, Adrian, Trajan, and the two 
Antonines, and in later times, Severus, Probus, Aurclian, r<> 
vivin^ the Oneient discipline of the troops, scattered dismay 
amongst the enemies of Rome, and upheld with a firm hand 
the tottering fabric of her power. # # 
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Europeans with each other, different nations 
have acquired military renown, according as the 
practice of war happened to improve their ar- 
mies, or the skill of their geneials, beyond that 
of their opponents. But the successes gained in 
this way weie partial and short lived, and made 
no material change on the political state of the 
world. 

The ambition of Louis XIV. gave rise to 
the fiist serious enterprize against the inde- 
pendence of nations. Relying on his great re- 
sources, this vain and restless monarch invaded 
Holland with a force fully sufficient to have sub- 
dued the country had his generals pursued their 
first advantages with vigour. But they commit- 
ted the capital error of,wasting\h ri r time ; while 

• * 

the* Dutch recovered from their first dismay, 
and in the interval their troops, under Che 
Prince of Orange, aqquiring all the habits of 
soldiers, fought at ^ast an equal battle with their 
enemies, and repelled their attack. In the wars 
which were afterwards carried on against France, 
the armies on both sides appear to have been 
equally matched. It is related of king William, 
By bishop Burnet, that he committed gyeat 
errors of conduct ; but that be had a heroic 
courage, which, in the moment of action, in- 
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flamed' all around him ; and it seems likely that 
this talent of communicating enthusiasm to 
his troops; had redeemed the faults of his 
management. The jealousies of the European 
powers soon "produced a new contest, in which 
the armies of France maintained an obstinate 
but unavailing struggle against <he talents 
of Marlborough. Defeated wherever they 
could be brought to action, and forced to 
abandon all schemes of offensive hostility, they 
were at last reduced to a doubtful conflict on 
their own territories, in the course of which tin 
chief fortresses of the country successively fell 
into the enemy’s power. But after six years of 
successFrance remained still unsubdued, and her 
armies, though frequently defeated, occasional- 
ly withstood in defensive positions the farthei 
progress of their victorious adversaries. The 
invading army thus checked, was forced to turn 
away to safer though less decisive operations, 
and the invaded country acquired the necessary 
interval for defence. Had this interval been 
duly improved, France might have overwhelm- 
ed her enemies by her vast resources ; but on 
neitjie^r j$ide was this contest carried on with an 
ardour suited to the great interests at stake. It 
was a struggle between rival governments, in * 
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winch the respective armies consisted of such 
pi cciitious supplies as could be brought together 
without system or perseverance to fight the 
Indies of ambition. The genius of the age 
was not vailfke. The employments of peace 
win not j et drained to supply victims for the 
lieid, and the commanders on bo?h sides were 
afianl to waste, even tor important objects, 
what they found it so difficult to replace. The 
want ol‘ men was the tiue reason of Marlbo- 
rough's caution, lie was forced to suit his 
mode of warfare to the state of his supplies, and 
to lujec' even success, unless he could attain it 
on lus own tci ms. The attack of the Trench 
position at Malplaquct, in which he succeeded, 

with the loss of 1 8,OOQ men, ^as'his boldest en- 

^ * 

,‘erpi i/e. Fox this action lie was violently con- 
sult d, though it is through a succession of such 
despc* at« battles that, the natural course of an 
invader li.s; and unless he can bear the una- 
voidable waste of this sort of warfare, it is vain 
to attempt the invasion of any country. 

The effect of science against numbers was 
displayed in the wars of Frederick of Prussia, 
wfiio, against powerful enemies, maintained a 
long and unequal contest, by the rapid move- 
ment and skilful distribution of liis limited 
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force. ' The victory of Prague was the result 
of wise combinations, by which he united his 
Whole army, before an Austrian corps which 
was advancing from Moravia could join the 
main body. 'The same principle will be found 
to pervade his whole system, and indeed every 
other system* where the resources of talent ai*e 
matched against superior force. 

In the contest of Great Britain with her 
colonies, a well disciplined army was opposed 
to a whole people ; and its exploits in the Held 
attested its superiority oyer the popular army 
of America. The Americans were never able 

t 

to stand an equal battle with the British troops ; 
and their general, conscious of inferiority, 
sought protection from, the higher grounds, 
where his antagonist did not think it prudent 
to attack him. The country in truth abounded 
in the most impregnable, positions. It was one 
continued natural fortress ; a^id an army beaten 
from one post, would have soon found .another 
equally advantageous. These positions were 
Still further strengthened by every species of 
artifieHji intrettchment ; for It was the boast of 
the^tffeierican general, that he never spared th"e 
mattock and the spade ; and had the invading 
army at such a distance from its supplies, and 
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with so manyobstacles to encounter, commen- 
ced decisive operations, they thust have spee- 
dily terminated in its own ruin. In the battle 
of Bunker’s Hill, so great-a proportion of the 
assailants wefe, either- killed Or wounded, that 
the Jesuit, while it proved the Americans, with 
every advantage of position, mVable to with- 
stand J|e onset of the British troops, fatally de- 
monstrated, at the same time, that the invading 
army must perish under a succession' of such 
violories.- The British. general may have mis- 
sed same fair occasions pf success : he may 
have managed his attack unskilfully. * But 
the strength of the country, the union of the ’ 
people, the talents of the general, and the small 
number of the assailants, sufficiently account tor 
the failure of the en^grpriae, • 

, To the same general xsaxtse s may be ascribed 
the failure of the invasion of France in 1792. 
/When * the ‘ hostile arnjies. advanced into the 
country i^ was in a great measure unprepared 
for defence ; its weak and undisciplined levies 
Were broken and dispersed ,l?y the veteran 
troops of the allies, and a dfotsisive system of 
Mtack, with apple /neans of renovation under 
«the losses Of the field, would have insured the 
final triumph of the 'Invading force* Bht the 

.»— • VO/,. IV. * N 
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assailants were- in no haste to profit by their* 
first advantages* They delayed to advance 
until, the defenceless country collected its 
strength, and they were finally overwhelmed 
by the desperate energies of a pnited’ people. 
To avert the Calamity of a foreign yoke, the 
French nation, under the powerful sway of a 
popular government, flew to arms, and Europe, 
beheld, for the first time, the vjhole talents and 
resources of a civilized country devoted to war. 
Hie singular events of 5 revolution in its firsMas- 
pect favourable to freedom, called forth a spiut 
pf'enthusiastic devotkm to the public cause. 
Under the influence of this popular feeling, all 
the necessary materials of war were instantly , 
provided, and such Vast resources collected, that 
the French generals ‘were enabled to ovei- 
whelm* their enemihs, by a succession of san- 
guinary attacks. Far from pausing tq count 
the sacrififee that was to be the price of success,* 
it was their glory and their policy to^engage in 
general battles y and having exhausted their 
adversary by repeated attacks, to pursue him* 
with restless activity, through* all the (lisas- 
tersgjf 'retreat or flight,- until his rum was com 
plete. ,, * 

It -was soon found, hfiweyer, that m those 
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dccisive^but sanguinary operations, tbs waste of 

men ^as * greater than the supply ; ami in the 
first years of* the revolutionary war, a short era 
of brillifiSK success was accordingly followed by 
a series of striking reverses. But the grand 
experiment was made'; the syqfSitt had dis- 
played its • poWer, and the means were only 
wanting for carrying it into effect. With this 
view new and more" .effectual arrangements 
were adopted , by the rulers of France for the 
renovation Of their wasted force ; and the 

X * f p ♦ 

French generals, thus assured.^ supplies, 
were left to pursue, thejir surceases, through 
scenes of carnage, ^ such as^ np* armies ever 
before encountered^ Offensive War was now 

* *), * * f* # ** • * 

displayed in all its Jhigical, perfection. . The 
cautious policy of* former ages was 'forgot- 
ten ; and Europe watf astonished by si new sys- 
tem of warfare, which, u$fle it led' to the most 
prodigal sacrifice of liffy was, jruid all former 
example, decisive in its rfesufts; H 

But modern wa£ js hot rrior^ rerharkable for 
it§ bold and decisive operation s than for the. 
science by which its^vasi arthies, though ex- 
tending over a line of several hundred miles,. 
<still preserve otyst perfect concert in all 
their diversified movements. 
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When ^wo hostile armies ai% opposed to each 
other on so extensive a line, it is obvioift that 
the general who can suddenly collect a com- 
manding force may overwhelm his adif-ysary at 
the point which he selects for attack, and pur- 
suing his biow until the hostile army be broken 
and its communications lost, he may finally 
overpower anil destroy it in detail. In sufch 
operations, the commander who waits for an at- 
tack must necessarily be defeated ; since the 
particular point being left to the choice of his 
antagonist, he will naturally fijt it where the 
strength of his own and the weakness of the 
opposite line^nable him with certainty to pe- 
netrate to the enemy’s rear. It avails nothing 
•to thq party attacked that he is strong at some 
distaht point— a circumstance which can be 
of no advantage to him after his line Las 
been penetrated, and part of his army driven 
from the field-; since if he were to advance 
against the weak parts of hte adversary’s line, 
the latter would retreat, making a defence 
.suited to his limited means,' while the victo- 
• rious part of the line, after clearing its front, 
aud‘ J guarding against annoyance from that 
quarter, would proceed to take such positions 
as to cut off the retreat of the advanced part of 
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the enemy’s force, and expose it to a double at- 
tack both in front ‘and rear. The science .of 
modern* generals appears therefore to be dis- 
played in the management and distribution of 
their force— in .weakening themselves where it 
is not their interest to be strong, that their 
whole strength may be collected where the de- 
cisive blow is to be struck *. 

A 

* The history of the wars subsequent to the French re- 
volution, furnishes mjiny. examples where, by concentrat- 
ing thrir strength >at particular points, modern armies have 
succeeded ij* defeating superior forces ; and the system is 
strikingly- exemplified in the plan of operations adopted by 
the Archduke Charles iji the campaign of I79t>, when with 
inferior numbers lie compelled the combined armies of Jour- 
dan and Morefcu tg retreat 4 from Germahy and to recross 
the Rhine. At this period the couft&els of France were 
occupied with the dazzling scheme of ^uniting in the heart 
of German} 7 the triumphant armies of Italy, and the llhine ; 
and with this view Jourtbm and Mowvau advanced into Ger- 
many from different points fiw the purpose of attacking the 
Austrian army with superior forces. In these circumstan- 
ces, the .Archduke ,Cha*les plainly perceived that if lie 
waited for the combined attack of the enemy, his army 
must be d^troyed f He cozftifrued therefore slowly to re- 
tire, disputing the position of every important post, and 
patiently waiting for an opportunity of comnfeticing a 
bolder and more decisive plan of operations. When the fa- 
vourable moment arrived, he instantly collected his whole 
force, and leaving a auSicien* number of troops for carry- 
ing on in his. absence a defensive war against Moreau, he 
proceeded with great secrecy, and by forced marches, in 
seajrcji of Jourddn’s army* « A battle was fought near Airt- 
b erg, in which the French general was totally defeated ; 
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The advantages which an invading arrmy de- 
rives from tfiis system of extended hostility aie 
obvious and striking, since, in place of ap- 

and, by the ^bold ness and rapidity of the Archduke’s mmr* 
ments, the road through which lie was reti rating being pie- 
occupied, he was driven by cross-roads to Bamberg, wheie 
being again defeated, and foiced fnom the lint* of Lis re- 
treat, lie was finally compelled to retire across the Rhine* 
with the Joss of nearly half his army, in the course of a dis* 
orderly flight of about .S00 miles* from the frontiers of Bo- 
hemia to the walls of Dusseldorf. Moreau in the mean 
time, ignorant of the fate of Jourd^n, had advanced into 
Germany, until he was in his tyrn surrounded by superior 
forces; and he extricated himself by precisely the same sy- 
stem which tfle Archduke had followed on a larger scab 
and with such decisive success. 

This campaign, so memorable for thj salvation of Get - 
many, was distinguished also by the loss of Italy,* and in 
both cases success was the result of ttye same skilful combi- 
nations, which enabled i lorce infciior on the whole to en- 
gage m every decisive battle with a local superiority. The 
French army which waded Italy in 1796, under the com- 
mand of Bonaparte, is generally estimated at 80,(X)0 uu n, 
and it was opposed by an equal number of Austuan and 
Piedmontese troops* The hostile armies wore extended 
over a space of about eighty or ninety miles, and it was tlm 
plan of the French general, by piercing the Enemy’s line, 
to disunite his force and to destroy it in detail* With this 
v iew, after alarming the whole position by a series of feints 
and manoeuvres, and sending forward a corps to threaten 
Genoa on the left, which instantly attracted thither a lafge 
detachment of .the Austrians, he suddenly concentrated 
his mail) force and directed a decisive attack against the 
right and centre, which being defeated in several obstinate 
battles, were at length completely disunited, and thipun 
into such disorder, that the right was only sated from de- 



OS NATIONAL DEFENCE 


19 $ 

proaching the invaded country by one route, it * 
may threaten its whole frontier, and attacking 

the weak and unguarded points, may leave # 

• * • * 

struction by an armistice*; an3 the centre, after \arlous 
disasters, was fofeed to reljpquifch the defence of Italy, and 
finally driven into the Tyrol. 

1 hese decisive events Wfcre foijowed \)y the siege of Man- 
tea; and the new army which advanced under General 
W urmser to relieve the place, shared the fate of the former 
by copying its errors. The* Austrian general, in place of 
manoeuvring uith his united force, divided it into separate 
columns, of which the right making a circuit round the lake 
oi Garda, menaced the rear of the enemy’s line, while the 
left ami centre were to attack it in front. By these move- 
•monts the position of the besieging array was threatened 
on both sides ; but the opposite force was at the same time 
• disunited; and theJkVfciich general seeing his own danger, 
a* well as the, error of his ^antagonist, precipitately raised 
the siege, having fallen upon the Austrian right with 
Ins whole torce, overwhelmed and dispersed it m a series ot 
obstinate* battles. Wheeling roufld with # his victorious 
troops he then encountered the centre, which being thus 
involved in a general action with a hopeless disproportion 
ol numbers, was defeated at all pdjnts, aivd after a disastrous 
ilight forced to seek safety in the Tyrol. Undismayed by 
tht^e reverses, fresh armies advanced to contend for the 
prize of Italy. But ifi spite of all the lessons oTexperience, 
t!5e Austrian generals persisted in' the same fatal policy of 
dividing their strength, while their skilful adversary over- 
whelmed them in detail d>y the s^rer game of rapid mu- 
mem res with a comxpanding force. 

In the civil wars carried on in England during the reign 
•of Charles I. many opportunities occurred where a judicii 
ous concentration of force ftould have injured the triumph 
# of either phrty. But it is justly remarked by Hiune, thatt 
these wars there was no display of science. Previous to 
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tbosc which are stronger and more defensible 
to fall of their own, accord, as they are suc- 
cessi vely flanked by the irruption of the victo- 
rious force. Against such liostility'lhe natural 
strength of a country nffqjdtf no defence, as all 
its strong points may be gained by manoeuvres 

executed on more accessible ground. The in* 

« * * 

the battle of Naseby, so fatal td the loyal cause, the hiry 
had an army of ,8000 men engaged irfthe siege of Taunton, 
which if it had been united to the mam army by a rapid 
march, would have given him a decisive superiority ; and it 
he had beaten Ids enemies in that decisive battle, the partial 
advantages which they might have gained in the mean time, 
in other parts, owing to the absence of his foice, would have 0 
been of little avail. By his reluctance to forego minor ob- 
jects, he lost the great game inwvhich all those objects were 
involved. * 

The celebrated marirli of Marlborough from Flanders to 
the Danube, previous to the great battle of Blenheim, affords 
a most remarkable example of military science ; and the m - 
crecy, rapidity, and admirable combination of his move- 
ments, may challenge a comparison with sorrie gf the finest ina- 
Bmuvres of modern times. The Bavarians were already 
masters of the Danube as far as Passau, and it was the plan 
of 1 he French, after forcing their passage through the defiles 
of the Black Forest, to unite with their allies and pendtrate to 
Vienna. 4 great effort being necessary to rescue Germany 
from this formidable iwuption, Marlborough unsolved to 
unite his force with the imperial armfesfon the Danube, and 
his plans were concerted and executed with stjch secrecj 
find decision,, that having gained several marches on the 
French armies, he succeeded in concentrating a command- 
^ing force, with which he fought the decisive battle o i 
Blenheim, and tlms^aved the German empire. 
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vader, by extending and combining his force 
according to "the rules of modern science, may 
assail a hostile frontier, not where it is strong* 
but where it is weak j by winch means, evad- 
ing the doubtful attack of difficult positions, 
he will bring the contest to the issue of a bat- 
tle on gnound of his own chafing. The de- 
fence* of the country will thus rest* not on«its 
strong frontier but. on its army, the ruin of 
which must instantly decide the struggle in 

favour of the invader. In modern war, the 

# 

armies of Euiope manoeuvred upon those great 
principles have frequently extended, in one 
immense chain # of poqfs, from the Adriatic to 
the Rhine : and against a force thus arrang- 
ed, and manoeuvred .upon tlie s&re maxims of 
science, what vigilance could guard so ex- 
tensive a line? Where is the frontier of 
such uniform strength as to withstand the 
policy of those formidable .combinations ? In 
so va$t a scheme of hostility, of what moment 
Is the strong country *of Switzerland, when it 
tan be won by movements made in Germany ; 
or the. fine positions of the Italian territory, 
when powerful and unbroken armies mjy be 
forced from their ground by battles fought a^ 
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the distance of several hundred miles * ? No ex- 
ample of such combination and science, is to be 
found* in the past scenes of military history. 

¥ 

* In the campaign of 180# th$ hostile armies of Austria 
and France occupied positions both in Italy and in Germany. 
The Austrians were posted near TTlm on the Danube, and 
were guarding thfj defiles of the Black Forest, when Bona- 
parte, crossing lower down &e Rhine, at different points, fye- 
twOCnJNfanheim and Strasburg, made a circuitous sweep with 
the greater part of his vast force, which, after a series of asto- 
nishing marches and great manoeuvres, crossed the Danube 
at Donawerth and other points, and was extended over 
tjie adjacent country, while the Austrian force either re- 
tained its original position in the vicinity of Ulna, or ifhs 
endeavouring to effect a doubtfu 1 retreat. The two ar- 
mies were thus in the rear of each olher, in the same man- 
ner as in the campaign of 1800, previous to the menforablc 
battle of Marengo; but the kustriansj in place- of follow- 
ing the bold example of General Melas, who concentrated 
his force for a de< action, endeavoured to retreat, and 
being attacked and beaten m detail, the greater part of 
their army was cither di&persed or taken. By the de- 
struction of the Austrian army in Germany, the Aichduke 
Charles, who commanded a force in Italy, though distant more 
than 200 miles from the scene of actkJn, found it necessaiy 
to provide for the Safety of his army by ait immediate retreat, 
though apparently in a condition to maintain his ground 
against the French force, to vfchich he was immediately op- 
posed. Had he remained in his position, however, the Tapi,d 
advance of the grand French army into Germany, by cutting 
off* his retreat, would have exposed him to cex^ain destruction. 
It may be also remarked, that Massena, who commanded the 
French $npy in Italy, states, as his reason for ordering his 
amijr ^ advance and to, attack $&© enemy, that H it $as with 
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The armies of former times, when engaged 
in distant points, followed no common prin- 
ciple of action,* nor were, they ever affected 
by the rcsfilt of battles in which they were 
not immediately engaged. But. the plans of 
modern war, however extended or apparent- 
ly complicated, present a series of orderly ma« 
nfcruvres, artfully arranged for .the accomplish- 
ment of one simple design. There is- no waste 
of strength in useless operations ; nothing is 
sacrificed to show or parade. In every move- 
ment, policy still directs what valour executes, 
and the whole force *in the field is manoeuvred 
in such exact subordination to the main plan, 
that no story in romance will be found more 
happily combined, according to, the rules of 
* critical unity, than the incidents of h well con- 
ducted modern campaign. 

This.uniou of force and policy has abundantly 
displayed its power during the wap which, with 
occasional interatissions, have agitated Europe 
since the period of the French revolution ; and 
in the course of those eventful contests, a series 
of unparalleled successes enabled the’ rulers of 

, . • 

Jb, iew of "conforming to the progress of the grand army, and 
because he Was always impressed with the policy pf render* 
his ‘movements subordinate to it.” 
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JFrance to extend their influence over the finest 
kingdoms of Europe. From the immense po- 
pulation which was jplaced at their absolute dis- 
posal v they drew unlimited supplies of men, 
while a severe and impartial promotion called 
forth ability into active service through all the 
gradations of command. Science anti c^iscip- 
line tbps gave irresistible weight to superior num- 
bers, and the chief powers of Eufope fell in a 
succession of unavailing struggles for their inde- 
pendence. * 

In place of joining iri one scheme of resist- 
ance to the progress of the ^ French arms, the 
sovereigns of Europe either passively beheld the 
contest, or wcie ranged on the side of the com- 
mon enemy, white those whose arms and conn- 
sels were united under a diffluent policy, wire 
by their slow or injudicious combinations crush- 
ed before their joint force*could take the field. 
In 1805, Austria was overwhelmed before Rus- 
sia- could lend her aid j and in 1806, Prussia was 
•swept from the field while the Russian troops 
were in Poland. The whole Prussian force was 
annihilated in a single battle, while the French 
Amies, with all* the losses which the rapid pur- 
suit and the operations of the succeeding win- 
teg* must have cost them, continued their <ad- 
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vance and outnumbered the Russian force in 
the proportion of three to two upon its own 
frontiers. The victory of Fricdland was the 
consequence _ partly of this superiority, and 
partly also of superior skill... In the war of 
1809, Pn^sia was a passive spectator of the fall 
of Austria, while" Russia was leagued against her. 

The ‘destruction of that vast army which, 
in the year 1812, was engaged in the stu- 
pendous project of conquering Russia, gave the 
first great blow to the military power of France ; 
for although in the succeeding campaign fresh 
.armies enable^ her to resume the attitude of 
victory,^ the great pow 7 ersof Europe had, dur- 
ing the interval, coalesced^ for their common 
defence, and by a singular combination of cir- 
cumstances, their armies were already united in 
the field of battle. ?\o unexpected blow could 
therefore be struck, --*-no project devjsed for in- 
sulating 4ny parj of the opposing force and de- 
stroying it, in detail ; and France, forced at length 
to encounter the united strength of Europe, 
was overthrown in the unequal struggle. Hcj 
victorious adversaries, pursuing their success, 
•advanced into the country before an adequate 
forcf could be collected for its defence, and 
having pcnetiated to the capital, they term*-^ 
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nated the contest by the subversion of the go- 
vernment. 

^France, which had so long triumphed ovei 
the nations of Europe, was thus at length over- 
thrown by their. united power; and the causes 
both of her elevation and of her fall are simple 
and obvious.' When the new republic first 
arose in the vigour of her strength to triumph 
over all her enemies, mankind were astonish- 
ed ; the revolution seemed to have developed 
some new and secret principle, which set at 
defiance alf the boasted calculations of po- 
licy, and a succession of triumphs was achiev- 
ed which spread far and wide the illusion of ir- 
icsistible power.- But when the first alarm 
passed aw r ay, afid when those astonishing results 
begas^ to be tiaced to their causes, it w ; as soon 
found that Europe had to deal w r ith an armed 
nation, which poured its* population into the 
field, which supplied men fastejr than five sword 
could cut them down, and thus continually re- 
plenishing the field of battle with new victims, 
parried her armies with undiminished strength 
through destructive battles and through restless 
marches. In such an emergency, the old sys- 
tem of military policy in Europe was of little 
avail, -and the armies which it produced weir 
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quickly borne clown by the torrent of conqueSt 
and revolution. The want of concert also 
among the European powers, exposed them to 
be destroyed in detail by this new power which 
it would have required all their combined force 
to resist. Since this period, however Europe 
began gradually to* adapt its military, policy .to 
tile emergencies of the world ; its states disu- 
nited by jealousies, united their strength; their 
population was more effectually called forth; 
their praties became more numerous ; the new 
.science of war was studied and practised ; and 
France thus found Herself matched • at length in 
’d!l the great requisites of military power. 
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Dr Smith’s view of the.East India C om^any’s 
affairs is impcricct in many respects j and in 
pursuance of the plan of his work, I have there- 
fore added the following account of the more 
recent transactions of the company in Europe, 
and of its commercial and* political transactions 
in India. 


'of HIE (.(INSTITUTION AND TRANSACTIONS OF THE COMI’ANY 
, IN EUROPE. 


In 1784, the company po*ssessed a nominal 
capital of L.3, 200,000, of which only a part, 

J ^ m m 

amounting to L.2, 800,000 was subscribed, the 
directors retaining the power of* calling for the 
remainder. In 178G, an additional capital o i 
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L. 800,000 was subscribed at L.155 per cent, 
which produced L. 1 , ‘240,000. In 1789, a mil- 
lion more was added to the capital stock, at 
the rate of I.* 174 per cent. ; and in 1793, the 
capital was still farther increft4cd by another 
million, at the rate of L.200 per £ ent. ; so that 
the no.minal capital of the company, on which 
a dividend is payable, amounts to L.6,000,000, 
for which cash has been paid into the company’s 
funds to the amount of L.7,780,000 *. 

The original constitution of the company has 
received some impoflant amendments. When 
•first instituted, its'affiiirs were managed by twen- 
ty-four ^hectors, who were continued in office 
for one year. They were afterwards elected fot 
four -years, six of tlffcm vacating their offices 
by rotation every year. Those directors were 
not only accountable for their whole manage- 
ment to the proprietors, but all their appoint- 
ments were liable to be reversed by their au- 
thority ; and it frequently happened that the 
proprietors overruled not only the resolutions 

• * In addition to t!u« capital, tlu* company advanced, at 

^different times, to government, L.^, 200, 000; for which in- 
terest was paid at the rate of three per cent. But as 
the annuity payable on this account was sold by the coni* 
’ pany, &hey in effect borrowed the whole sum lent to govern 
rnent, 
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of their own directors, but those of parliament 
also. 

The year 1783 was distinguished by the poli- 
tical contests bf tween the rival parties of Mr 
Fox and Mr i*itt, who rested their claims to 
public confidence on the merits of the> : r respec- 
tive systems for the government of India. On»Mi 
Fox’s accession to the ministry, he submitted to 
parliament a plan for the reformation of the East 
India Company’s affairs ; by which it was pro- 
posed to vest in seven commissioners or dilect- 
ors, to be appointed in the first instance by 
pailiament, and afterwards by the crown, the 
whole management of the company’s concerns. 
Those commissioners were to be assisted by nine 
others, proprietors of India stock to the amount 
of L.COOO, and removable by the seven principal 
commissioners ; and, under their joint confront, 
both the trade and the government were to be 
managed for the benefit of the company ; they 
were vested with the power of nominating to all 
offices, both civil and military; all fhe books, 
papers, and documents, as well as the money, 
merchandize, and ships, belonging to the com- 
pany, Mtferc committed to their charge ; and for 
the due execution of their trust, they* were.* 
responsible both to parliament and to the 
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company. The receipt of bribes, under the 
name of presents, was strictly prohibited ; and 
the restoration of the landholders to the estates 
of which they had been deprived, was specially 
provided lor. The powers of the executive go- 
vernmen^in India were also more strictly de- 
fined ; and various provisions were added for 
preventing war, or the farther extension of the 
company’s territories. 

The object of the plan thus devised by Mr 
Fox was, not so much to change the company’s 
institutions, as to rcpiedy the evils arising from 
, tlie admitted inefficiency of the government at 
home , fb r though the directors generally disap- 
proved of the conduct of the^r servants in India, 

their votes and resolutions were attended with 
• • 
no practical effect. The servants not only re- 
tained their offices and pursued the same sys- 
tem, Iflit they had secured an influence in the 
court of proprietors, by which they were ena- 
bled jo counteract the views both of the di- 
rectors and of parliament. By abolishing the 
influence of the proprietors, by vesting the 
whole management in the commissioners or di- 
rectors, and by placing the appointment of those 
directors in the recognised authorities of the 



21* OF THIS EAST INDIA COMPANY. 

state, Mr Fox proposed to place tlic govern- 
ment on a firmer basis. 

This system being finally rejected, a nev 
measure was introduced by Mr Pitt, who 
had succeeded to the administration of public 
affairs ; by which it was proposed to lc;ave with 
thc r court of directors the entire management 
of the trade, and to institute a board of com- 
missioneis, consisting of two secretaries of state 
and three privy councillors, appointed by the 
king, and removeable at his pleasure, tor the 
coutroul of the government. With the direc- 
tors was still placed the power of nominating to 
all civil and military appointments ; but they 
w ere bound, in every proceeding which affected 
the government or teirito’ ial icvenucs of thou 

i 

dominions, to submit their whole correspondence 
with the resident administration to the boaid of 
controul which might alt«r, amend, or altoge- 
ther withhold any letter or order deemed impro- 
per to be sent to India. The directors had the pri- 
vilege of an appeal to the king in council, provi- 
ded the commissioners should interfere in mat- 
ters purely commercial ; and any civil or milita- 
ry offider might be removed, either by their au- 
thority or by that of the king. The proprietors 
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still retained the privilege of electing the direc- 
tors ; but the power which they formerly pos- 
sessed of over-ruling their proceedings, was 
abolished. 

It was proposed, as in Mr Fox's bill, to rein- 
state the landholders in their respective proper- 
ties, and to make a permanent settlement of 
the land rents. The receipt of presents was 
also declared illegal, and the governor-general 
and council were declared incompetent to 
make war, except in case of actual invasion 
or of preparations for hostilities. A new sys- 
tem of judicature, composed of a certain num- 
ber of peers and commoners, chosen by ballot, 
was at ttie same time proposed tor the trial of 
crimes committed in .India, • 

* It may be generally remarked of* those plans 
for governing India by a controul established 
in Europe, that the qbject which they have in 
view appears to be impracticable j for although 
CJreat # Britain may hold the nominal sove- 
reignty of those remote dependencies, it is ob- 
vious, that all power must substantially reside 
with those who are delegated to rule in India. 
'The distance of the two countries necessarily 
places with the resident government tfie power 
of acting according to circumstances as they 
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arise ; and the European sovereigns of India can 
only exercise their controul, either by changing 
a system of administration alieady established 
and acted upon (and such alterations will seldom 
be found expedient) or, wheie eiiminahty ap- 
pears, by censuring and punishing the guilty. 
But for this purpose a criminal process become* 
necessary ; and when the disadvantages are con- 
sidcied under which a proceeding of this natuie 
must be carried on, as well as the various means 
which exist both of evasion and delay, if seems 
obvious that such restraints will be oi little 
avail in practice, and that, liow r ever the con- 
stitution of the company may be regulated in 
Europe, the prosperity of India must lie finally 
committed to'the discretion of its own local go- 
vernment. 

In 1793, the charter of the company expned, 
and it was icnewed till flic 1st Mai ch- 1814, 
with the usual provision, that on three jeais no- 
tice, and the discharge, by government, of its 
debt of L. 4,200,000 due to the company, the 
exclusive privilege might be annulled. The pro- 
visions of the plan of 1784 were at the same 
tima re-enacted, and various other legulations 
w'eie added. It was provided that if any sur- 
plus of territorial revenue should remain, after 
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defraying all the necessary cxpences of the 
trade and the government, it should be employed 
in the provision of the company’s investment, 
to the extent of not less than one crore of ru- 
pees, or one' million sterling ; and that if any 
further surplus remained, it should either be 
applied to the discharge of debt* or should re- 
main at the joint discretion of the commissioners 
and directors. 

In Europe the company’s profits were to be 
employed in paying a dividend to the proprie- 
tors of JO per cent., amounting on six millions 
to L. OCX), OOO. To*nieet the bills draw n on the 
company, for the purpose of trausterung debt 
contracted in *fndia to Britain, the sum of 
L. .TOO, 000 was to be annually allotted, and a 
like sum was to be annually paid Into fhe ex- 
chequer, unless such annual payment should be 
Suspended by the lords of the treasury. If a 
surplus should still remain, it was to be em- 
ployed in the discharge of debt at home, 01 in 
the reduction of the debt in India, until it 
should be diminished to L. ‘2 ,000,000 ; in which 
case, and provided the bond debts in Bi itain 
did not exceed L. 1,500,000. one-sixth of the 
surplus was to be applied to augiuSITt'thc divi- 
dend, and the other five-sixths were to be paid 
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into the bank, until they should accumulate to 
twelve millions; after which the surplus was 
to become the property of the public. This 
fund of twelve millions was to be employed in 
securing to the proprietors, in the event of the 
company’s dissolution, L. 200 for every L. 100 
of their capital stock. On the first payment 
of L. 500,000 into the treasury, the compa- 
ny might increase their dividend to 10i pci 
cent. 

From the subsequent account of the compa- 
ny’s transactions in India, it will be found, that 
the territorial revenues in place of affording any 
surplus for the benefit of the proprietors in Eu- 
rope, have generally proved inadequate to de- 
fray the expeaces of the resident government ; 
and the various provisions enacted at diffeicnt 
times, for the purpose of enabling the public to 
participate in the revenue expected to anse 
iiom the company’s territories, only serve to 
show the fallacious views entertained respect- 
ing those remote and apparently useless ac- 
quisitions. The sum of L.. 500, 000, which, ac- 
cording to the terms of the charter, should haVe* 
been annually paid into the public treasury, 
was only received for the first year; and the 
company having in consequence become enti- 
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tied to raise their dividend to 10.1 per cent., im- 
mediately made use of this privilege. 

In 1813 , the company’s charter was renewed 
for twenty years ; and the exclusive pi ivilege 
of trade, which formerly extended between the 
Straits of Magellan and the Cape of Good 
Hope, was now limited to tlie dominions of 
the fmperor of China. The monopoly of the 
tiade in tea was still reserved to the company. 
The other provisions of former acts were at the 
.ame time renewed. 
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OF THE TRANSACTIONS OF THE COMPANY IN INDIA 


The East India Company, before acquiring 
territory, carried on their trade on the common 
principle of exporting some suitable equiva- 
lent to the foreign market, and of bringing 
back a supply of its produce in return. This 
equivalent consisted chiefly of bullion, which 
was in greater request in India than any sort of 
European produce. Upon this footing, aided 
by the monopoly, the company’s affairs pros- 
pered, yielding an annual dividend of from 5 to 
lO per, cent*. To encouiage their trade, the 
Mogul government granted an exemption front 
the internal duties levied on the passage of 


* The following it an account of the dividends of the 
company at different periods. 


1708 5 per cent. 

1709 9 .. 

1711 10 .. 

1722 8 .. 

1733 7 .. 

174-3 8 .. 

1755 'b . 


1766 ' 10 per cent. 

1769 11 

1770 12 .. 

1771 124 •• 

1773 6 .. 

1777 7 .. 

1778 8 .. 

1793 104 • 
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goods through its territories ; and tills privi- 
lege was secured by the company’s passport 
at the various toll-bars and customhouses of 
the country. The servants of the company 
were also allowed to* make up their deficient 
salaries, .by trading under the same indul- 
gence. 

While the native governments preserved 

their authority, this indulgence could alwaj s 

be kept within due bounds ; and there was 

little risk of its seiiously injuring the general 

trade of the commyqity. But, in ] 757, when 

the company Jiegan to acquire political powci, 

then servants tf>ok advantage of the exemption 

from custom, to undersell {ho native met chant, 

and gradually to engioss the whole commeice 
• ° • ° , 
of the country, 

C'os'im i\Ii Khan, a sovereign set up by the 
tomp'anv, seeing his subjects thus excluded 
from even market, resolved to place both par- 
ties «on an equal footing j and with this view, 
lie published a general immunity from all inter- 
nal duties. For this equitable measuie, he was 
deposed by the servants of the company, who 
set up a new ruler in his stead, on th^j^cll un- 
derstood condition of subservience to their 
views. The country now became the scene of 
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monopoly and abuse ; the only object being to 
acquire wealth by whatever means. 

“ The servants,” says Mr Burke, in the 
Ninth Report of the Committee of the House of 
Commons on India Affairs, “ for themselves or 
“ for their employers, monopolised ev^ry article 
“ of trade, foreign and domestic ; not only -the 
raw merchantable commodities, but the manu- 
“ factures ; and not only these, but the ncces- 
“ saries of life, or what in these countries habit 
“ has confounded with them ; not only silk, 
“ cotton, piece-goods, opium, saltpetre, but 
“ not unfrequcntly salt, tobacco, betel-nut, 
“ and grain of most ordinary consumption. In 
“ the name of the 4 country government they 
“ laid on or took off, ai>d at their pleasure 
“ heightened or lowered, all duties upon goods ; 
“ the whole trade of the country was eithei 
“ destroyed, or in shackles.” 

The acquisition of the territorial revenues 
of Bengal by the company, in 1765 , changed 
completely the state of its affairs, and afforded 
the means of still farther extending these ruin- 
ous practices. After defraying the charges of* 
the ciyjjt government, the residue of the reve- 
nues was claimed by the company ; and it be- 
came necessary to devise some profitable expe- 
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dient for sending home this surplus •wealth. 
As bullion was more in request in India than 
in Europe, a loss would have been incurred, 
by sending it from the better to the worse mar* 
ket ; so that the only mode of remitting the 
tribute of India was through the medium of 
Indian produce. In place of exporting bullion 
and oilier goods, as formerly, to India, in re- 
turn for its commodities, the land and labour of 
India were now to be laid under contribution, 
for the supply of Europe, without any return. 
The trade thus became a vehicle for tribute. 
India was to be. drained of its wealth for the 
benefit of a tracing company in London, and 
the most convenient mode of transporting it 
was therefore to be t;ontrived *. * 

With tills view, the numerous agents of the 
k company were dispersed through the country to 
scljecf whatever .wa$ most suitable to the de- 
mands of Europe ; and that they might buy 
cheap goods, they claimed the right of pre-emp- 
tion in all markets. Thus, secured against all 
rivalship, they had the market under their con- 
troul. They could prevent the holders of goods, 
whfc refused to sell at their price, li'omjj^rgain- 

* pee Ninth fiepoit of the Select Committee on India 
Affaut, 
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ing with other purchasers ; by which means 
they were always enabled to supply thcii 
wants on their own terms. The authority of 
the state was thus employed to destroy the free- 
dom of trade. It was the policy of those mer- 
cantile sovereigns, in dealing with their subjects, 
to place the seller at the mercy of the buyer. 
For this object, all the powers of government 
were called foi th ; and, to gain a profit on a 
trading adventure, they sacrificed their intei est 
as sovereigns, in the permanent welfare of their 
dominions. Under this mistaken system of trade 
and policy, commerce and manufactures soon 
began to decline, and the compapy’s agents, who 
were commissioned to make money for their 
masters, and 'Vested with such extraordinary 
powers for the purpose, could hardly be sup- 
posed to miss so fair an occasion of profit to 
themselves. They accordingly forestalled every 
market, carrying on, under the sanction of the 
public service, a large illicit traffic of their own, 
and always using authority, where it was wanted, 
to facilitate their bargains. Whether they traded 
for themselves or for the company, they gave 
no equivalent for what they received, and tsieir 
trade was in this manner a constant drain on 
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the wealth of the country *. It seems a suffi- 
ciently hard condition of the company’s govern- 
ment, that India should pay an annual tnbute 
to Bntain; and to lighten this hardship, the 

* When tin provincial councils weie established m 1773, 
for the nmnfftpment of the revenues, it pioposed that 
those who weie chosen for this duty should forego the pn- 
wlegi of trdde, for winch they were to be compensated by 
pin im reuse of subtly , and the reasons for this ariangcrnent, 
as stated by Mr Hastings, 11 a u venue consultation at Fort 
William, 2kl November 177 5, clearly shew the oppressive 
prutice* of tht company’s senants. “If allowed the 1- 
w ‘ bitty of tiadt ” ht ob*ci\(s, “ while they possess an un- 
4 bounded povvir, (ami w(jo shall bind those who constitute 
' the go\i niment itsijl ') their tiade will be a monopoly 
“and in oppression" If fotbiddi n to trade without sonu ro- 
< p iration Jor the lo^, and somt allowed means ot acquiring 
“ a livelihood, and even the piospactqf a competency , the he - 
4 bit woidsof a public edict will not hold th tin, but they will, 
•with little simple, breal thiough them, and obtain those 
1 i nds by unhallowed means, because they will think, that a 
1 dn iic which imposes upon them the necessity of pei pi tua# 
loukl not h iv< been i c ally intended lot their ugid 

* ob«irv uni such iufrmg?Hen,in mam instances, the fatal 
ptactHt of this service — wi say “Tatai,” because laws and 

' lestnetion which h^t no coercion, and bear too hirdly on 
the passu i 4 0 ' the' common sufferance of mankind, mc\ita- 
blv dtk n their own puipose they become totally*' disre 
‘ gaided, noi is it deemed an impeachment ot moiahty to 
1 tr nisguss tluin And, it is a consequence as infallible, 
tbit when men me onre allowed to pass the line of then 
u pirinbed duty, at their own option, the£ de- 

1 gru s, extend the latitude to the faitb< st ixtieWs of coi 

* inptibn, embezzle nu t midrapm * c dso VnthUr 
t oit oia India Afl tus 
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least that could liavc been done was surely to 
adopt some easy mode ol* contribution. But 
the mode of contribution turned out to be the 
worst evil ; since, for the inferior object of con- 
verting the tribute with a profit into Indian pro- 
duce, the clearest rules of policy and justice 
were subverted. 

In addition to the privilege of pre-emption, 
claimed in all the Indian markets, other devices, 
not less injurious, were set on foot for raising 
money. Some of the most essential articles of 
consumption, such as opium, salt, betel-nut, and 
saltpetre, were held under strict monopolies for 
the benefit of individuals in the first instance, 
and ultimately for that of! he state, whose agents 
frequently compelled the production of the mo- 
nopolised articles, under the severest forfeitures 
and punishments *. Monopolies, wherever the; 
exist, must necessarily be destructive both of 
freedom and industry ; nor is it easy to imagine, 
why it should be necessary in India, to raise the 
national revenue by such expedients rather than 
by taxes. A monopoly is the device of improvi- 
dence, which for a present advantage, wastes 
. < ' 

* For some further account of those monopolies, see Ap- 
pendix, Note [M]. 
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the resources of futurity; anti no circumstances 
can be imagined to justify a policy so pernicious. 

While such abuses existed in the manage- 
ment of the company’s trade, the same princi- 
ple, namely,. the desire of present gain, seems 
also to have prevailed in the administration of 
the land •revenues. 

Under the Mogul government, the public re- 
venues arose from the produce of the soil ; its 
o\\ ners being bound to the state for the payment 
of a stipulated tax or quit rent on their various 
properties. The lands were held by different de- 
scriptions of' proprietors, under the titles of 
.11 a jabs, Zemirtflats, Jaghiredars, Talookdars, 
ami ltyob*. * 

The Rajahs or Nabobs were originally provin- 
cial governors, ruling with a temporary anck dele- 
gated jurisdiction, which, on the decline of the 
\AfoguI empire, naturally grew into an indepen- 
dent right of sovereignty. The authority of the 
superior was recognised by a tribute, either in 
money or in military service; while in some 
cases, even this badge of* dependence was 
Mi row n off. 

The Zemindars were the original proprie- 
tors Y>f the land, and their right ^con- 
tinued to them by the Mogul government, 


* Ul„. IV, 


p 
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when the country was conquered, for ;i fixed 
and moderate rent, the punctual payment of 
which was the common tenure of propci tv 
throughout the empire, and had been hitherto 
.found sufficient tor every purpo.se either of 
transmission or of enjoyment. The landhold- 
ers had lived for centuries in great splendour, 
on the produce of their estates, which had 
quietly descended, under the existing tenure, 
through successive generations ; and though, 
under a despotic government, arbitrary eject- 
ments might occasionally occur, they were uni- 
versally legal ded, both ip law and usage, as 
the illegal sti etches of abused power. The ze- 
mindars being the immediate Qhligants fox the 
n’U’mr , weic necessarily invested with the 
power o'' collecting thev land tax iiom the 
'•ubmd'nate landholders and tenants. They 
united iu this manner legal authority with the 

j 

possession of prop* rty, while,*as judges <i\\d nui- 
gidiate-^ llu^ admimsieied both ciwl and cii- 
minal justice, and were held responsible 1 foi 
all < fc rimts committed within their re^pcctisc 
boundaries. They were generally looked np 
to with unbounded devotion ; and, being fre- 
tjuenVi^of a high cast of Bramins, senl/nents 
of piety mingled in the homage paid to their 
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fltmily and rank. Religion and manners were 
thus brought in aid of law and government, 
and the influence of the aristocracy, the source 
of so many abuses in other countries, became 
m India the guarantee of civil order. The peo- 
ple yielded a wilting obedience to their chiefs ; 
and any indignity offered to t hern was resented 
a, a national, and even as a species of moral dis- 
honour, which it was devotion to revenge *. 

The tenure of Jaghire appears to have origi- 
nated with the Mogul government, and to have 
been a military grant for the maintenance of a 
body of cavalry, the command of* which, being a 
mark of roval favdnr, entitled the possessor to 
suitable yuik. 'Rhis dignity was tunned 4 JUun- 
sub and the station of the Munsubdar was taxed 
by the number of horsS for which he had land' or 
mono) assigned. But, though he was hound by 
She terms of Ids grant to military service, ami to 
appear also in the ret A mu of the court with due 

splendour, the member of cavalry which he ac- 

• 

* Set 1 Vpprndix Note [N.] containing the evidence of 
VaiisitMrt, Uougliton Row.se, Edward Baber, and 
Captain Gabriel Harper, before a Committee of the House 
of Commons* on the rights and conditions of the Zemindars. 
>ve al*> Rian of Mr Francis, relative to the system to he 
adopteft in letting or disposing of the lands 
Vort William, 22 d Jan. 1778,” which contains a most able and 
.iitcrtMmg \iew of the state of property anil manners in India. 
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fually maintained had no lclation to the extent 
of iii 4 ? land, and rtvim merely to ha\e been 
specified in hi* tenure as a form for conveving 
the property. As the Mogul government, when 
the country was conquered, confirmed for a 
fixed rent the lights of the landed propiietop, 
this rent constituted its only fund fbi tin* ic- 
v, ard of meritorious service ; and a jaghire *wa" 
accordingly an assignment to a certain portion 
ritherof rent or ofzcmindaiypioperty,fbr which 
the propiietoi was allowed a suitable deduction 
ti om Ins annual tax. VUkti the land wa* ih.* 
])io\ed, the government, 01* the individual, gain- 
ed In the btUgam, as it seems to have been fo? 
c\ei ahvUdid liom the /' k iuind£r, though lus on 
{ hud light waybill ie< ogiused by the pa} mem o. 
a nominal rent. Jaghire lands were occasion A\ 
ottaehed to eeitain gi eat offices of state „ th ' pon 
•> sot holdingthepioperty through the medium/ 
'he ofiu e, Ibi the tempoiary support of his lank , 
at othei times, the giant was pci^onal, 1 event 
ing to the crown with the death of its jpos>e>- 
4 or *. The land being, like feudal propci t> , held 
on an express contract for military seivi<u, its 
i eversion to the superior on the death (f the 

* Sc c Minute of Sir John Shore on the Rights* am? 
PriviJt fit & of Imeclart. 
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vassal, and the consequent failure of service, 
.seems inherent in the nature of the title. In 
*time 9 however, it became hereditary, and a 
new ^unnud, or grant, was only required, as a 
m liter of form, to confirm the succession. 

The TaJoolvdars and Ryots held subordinate 
eights, the first of property, and the latter of 
nceupaney ; and while the go\ eminent looked 
to the principal landholders lor the discharge of 
its demands, the inferior proprietors ami ten- 
ants were bound, each to his immediate supe- 
Mor, for their several pioporlions of the stipu- 
lated tax. The regular payment of this fa;*' ywo: 
•universally comidbrcd as the Mire guarantee of 
pos^cssi(yi, though it h uncertain how fai the 
*iflc depended on Usage or on positive law. 
MJio property of Indi? appears, at tjiis time, to 
iiav^ been held on principle'; analogous to those 
Vf the feudal sa stem ; and a •‘tale of manners 
lOini'wlial similar .seems also to have arisen. 
'Hie r\ot was byund to the zemindar by at- 
ieetioiT and hereditaiy respect ; and though he 
l<laii.ieda light of occupancy without an} de- 
finite title, he held the security of inimemoiial 
Usage for the soil which he Inborn erf, so Jong 
as hclpaid his proportion of the gs.'.ot’afrent. 

The land tax was dircharged in monthly pay*- 
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menls, advance* being for tins purpose marie 
to the landed proprietors, by the banker 
which were legularly repaid with t lie piodma 
of the harvest ; and ilxis arrangement, which 
united the landed and flu 1 monied interest m a 
mutual system of credit and confidence, indi- 
cates the staje of improvement to tihich the 
country had arrived. The collection of the 
lax was supci intended in each province by an 
office 1 ', who possessed a special jurisdiction 
distinct fiom that of the civil government, 
and who, alter dehaving the local exponas 
of the empire, remitted the surplus to the 
imperial treasury. The subordinate detail ol 
lire revenue was managed by Hereditary canon- 
goe^ or clerks, who vvcie established in cm h 
village, wlreie a register was also kept of Jl 
tiansfeis and conveyances ol land, and ol the 
nights of property, both public and 
Tlie eanongoe was reckoned the head man H 
the village ; and all tire petty *ditfei cnees of the 
inhabitants vveie ret tied by his arbitration'. i \>i 
these various duties, he was paid by an assign 
ment ot the village lands . 

Under the well ordered constitution e° tin 

r— *-» t 

* See Mr Fiancis on the Revenues ol India. See oho 
Memoir of Sir J. Shore, 37S9. 
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Mogul government, and during the preva- 
lence of ancient manners, every right, whe- 
ther founded in law or usage, was duly re- 
spected, the land tax was easily collected, and 
the country flourished. Hut in the decline 
of t hat empire, along wit li its peculiar laws 
and usages, the zemindars and under-tenants 
were exposed both lo tyranny and extor- 
tion; a larger tiibute being exacted, under 
the severer penalties ol* imprisonment and the 
lash, and olher tortures slid nioie cruel. To 
the original ground rent various other taxes 
were added, some* pennanenf, and others oc- 
casional, consisting ol* duties on the transit of 
goods through® the count iy, of taxes on shops 

and manufactures, and of fines and exactions 

> 

,of various sorts ; the zemindar, who was the 
immediate obligant lor tire revenue, being* em- 
powered, in proportion to these requisitions, to 
increase the contribution of the tenants \ To 
such a length were thoe exactions sometimes 
carded, that they exceeded the surplus produce 
of the land ; and in such a ease the only re- 
source of the proprietor consisted in oppressing 
tluf tenant. 

JJut in any inquiry into the anci*mtj;^«dms or 
% ■ Mr Fiancis on the Iteveiiues of Bengal, &c. 
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practice ol‘ the Mahometan laws distinction 
must always be made between those casual out- 
rages of despotism, and the settled ibrm and ordc r 
of the Mogul constitution. Failing to make this 
necessary distinction, some, otheiwise well in- 
formed, have raised doubts as to the \ aliclit y ot 
zemindary tenures, and, confounding* in then 
researches practice with principle, hrt\e diawn 
generally a very chub picture of the ancient 
go\ eminent. They seem to dwell on the con- 
trast of ibrnici abuses, anti on the imaginai v 
sanction thus given to their own suhsvqueni 
proceedings; if \iohmv* could e\cr sub- 
\crtlhe sanction** of Jaw, or as if the tiansaetiom 
vi those disorderly times weie any aigmneut 
against the spiiit ol the Mogul institutions. 

The, conquest of India 'by the Mahometan ■» 
was completed in the reign of Akbar, nt the 
Near 1573; and it was not the police oi 
the conquerors to dispossess the heieditan 
propriclois of the land, nor e\eu to oppies> 
them in hea\v impositions. A general .cut- 
roll was firmed for all Hindustan, by Rajah 
Torrel Mull, minister of finance* to the empe- 
ror, as well as a scheme of division, living thy 
separate^ proportions of districts and ullages 
the individuals of which were sometime^ held 
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bound, jointly and severally, for the common 
i re nt. According to this plan, a settlement was 
concluded with the native proprietors, fixing 
the amount of the tax, which yielded, accord- 
ing to the accounts in the institutes of Akbar, 
i ('lore ll 4 lacks (j] ? 4S2 rupees v , or nearly 
l , 1 , joo, 0*X). its produce was in this manner in- 
ferior in amount l>v about one million sterling:. 
S> llio assessment imposed on the land by llie po- 
sonnnent of llie oompam in while, in 

the Jeign of Akbar, llie country being also in 
•i moie furnishing condition, (here seems every 
reason to conclude* that the tax was mode- 
rate. '] I nit it, v*as tised, and liable to no 
increase^ appeals from the authenticated rent- 
roll ot the Mogul treasure, aceoiding to which 
n amounted, in I7^$, to J erorq 42 lade, 

\ V»(>‘J rupees, or to L.l ,42,5,000 sterling ; thus 
waning from the original standard, only about 
" la-cCs of rupees, or *L.7 >,000, in the com e of 
two centuries. 

The original laud tax was fust augmented by 
the aibitrary assessments of Aliverdi Cavil, who 
Mirceeded to the throne in the year 1741 ; but 

* * *The cui lent rupee is generally comerttri into British 

mom | al the rate of 2s. A lack of nip* es^s owe huwln i) 
thousand : a ciore is one hundred lack', or ten million*. 



D34 


OK TIIF. FAST INTUA COMPAN ST. 


the rights and privileges of the land owners and 
tenants were in general respected till the reign of 
Cossim Ali Cawn, in 1701, whose government h 
described as being in the highest degree illegal 
and oppressive. In place of adhering to the as- 
sessment fixed by the ancient policy of the em- 
pire, he instructed his agents to ascertain, by an 
exact survey, the actual produce of the land^ and 
he claimed for the treasury the whole surplus 
which remained af ter maintaining the cultivators. 
In the course of his tyrannical reign, laws and 
usages were disregarded ; the ancient state of 
property and manners was subverted ; and the 
country exhibited generally ihe-appearances of 
poverty and decay. , 

It was in these circumstances that the EaM 
India company acquired/ by a grant from Sh»h_ 
Allum, the Mogul emperor, the territojia) re- 
venues of Bengal, Bahar, and Orissa ; arid thyii 
servants, dazzled by so splendid an acquisition, 
were more eager to pursue their own schemes 
of profit and ambition, than to promote the, 
improvement of the country. In place of the 
profit formerly gained by the trade between In- 
dia and Europe, an ample revenue was now ex, 
pectffcl to arise from the dominions of ivhich 
the company had acquired the sovereignty ; 
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anil this revenue being invested in the produce 
of the country, was to be transported to Europe, 
without any return. To realize this project, 
the whole attention of the local government 
was now directed;' and not content with the 
Conner re\enucs of the native nilcrs, the ser- 
vants of*thc company contended for the right 
of their masters, as sovereigns, to the whole 
produce of (he soil, llv the constitution of the 
Mogul empire, it was maintained, that the sove- 
reign was absolute proprietor of all the lands, and 
that the zemindars were mere tenants, liable to 
be removed at any time by his aibiftary man- 
date. On tlii«, convenient and leadily admitted 
theory,* an exorbitant assessment, consisting of 
the 01 iginai ground rent, with ah the subsequent 
• impositions of j\li verdi < "awn and. t'ossim Ali, 
was imposed on the land; and where the ze- 
mindar hesitated to become bound for the re- 
tgiircd rent, lie war. clisplaced by a tanner of the 
icvenue, who tyndd only fulfil his engagements 
to tl*e public, by extorting from the countiy 
the means of its future improvement. Under 
tins svstem, the revenue contracted for in 1705 
aiiwmnted to E.1,G07,S26 ; in 17Gl» and 1767 it 
amounted to L. 1,7 13,077, from •vvliichMedue- 
tions were afterwards granted, as it was found 
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impossible to collect so large a tribute fiom an 
impoverished people. But the icvemic actual- 
ly realized exceeded the surplus formerly paid 
into the Mogul treasury, when the country was 
in a nourishing condition. The new sovereigns 
of India were rcsohedto profit bv their recent- 
ly acquired power. It wars their gmi* object 
to draw the largest possible re\cnue from tficii 
subjects, w'liile, owing to their uicajk lienee in 
the laws and usages of the country, the} were 
incapable of fixing, by any just standard, tin* 
amount of the public claims. Disputes weic 
continually arising with the land ovuicis and 
tenants, which they were tillable to decide ; 
and, in these circumstances, tin chums, both of 
fiaud and of justice were too fiequontiy silenced 
by the, o\ ei-ruling plea of the public necessities. 
The land owners, failing almost mm ersai!) m 
their engagements, were left to the disci ctionyil 
the level) ue ofiicer, who w'lis invented with the 
most extenshe powers over their persons and 
pioperties, while the civil institutions of liic 
country were in the most impcifocf stale, and 
seem rather to have been devised lor (lie com o- 
nience of taxation than for the protection of ^hc 
pcopi**; all questions regarding the public^ re- 
venue being left to the decision of its collector:, 
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tlut no pietence might exist, in a malter ac- 
counted oi‘ sueii vast importance, either for 
evasion or delay f . 

tTic olnious tendency of a land lax, variable 
in (his manner at Ihe discretion of gen eminent, 
u.i'., by diminishing the interest ol‘ the land 
ov iict in*tho impruvement of his estate, to dis- 
• on rage gen era! 1} the cultivation of the country, 
and this lilect was soon visible, in the desertion 
'il' the villages by the nuts, and the consequent 
desolation of tlie land. Those evils were still 
'.u ther inn eased by a grievous famine which 
pi e\ ailed m Bengal in the year 1 770, and by 
wifeh it is supposed that neai ly one-third 
>>t the , inhabitants polished. But tlie sove- 
j cigns of India were so intent on revenue, that 
they i e-assessed the VIefieieneies ot c asioned by 
Mu-* calamity upon the wretched survivm ; ; and 
new exaction was so strict!} levied, that 
tin* land revenue lof that }ear, in place of a 
defalcation, exhibited, an increase above the 
jnothicc of the preceding year. Uy such a se~ 
ms ui iica\y impositions, industry \va» do- 
jncssed ; the cultivators deserted the lands; 
,im\ all subsequent accounts of the country 

Appendix, Note H 1 - T 
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concur in the some story of its misery and 
decline. “ The tax,” it is stated in a letter 
to the directors, from the governor-general 
and council, dated ;Jd November ] 772 , “ not 
“ being levied by any fixed rate .or standard, 
“ fell heaviest upon the wielchcd survivors of 
“ those villages which had suffered the greatest 
“ depopulation, and were of course the most, 
“ entitled to the lenity of government. It had 
also this additional evil attending it, in coni- 
“ moil with every other variation from the jvgn- 
“ lar jiracfice, that it alforded an opportunity to 
“ the tannery, or sheidars, f o levy other contri- 
butions on the people under colour of it, and 
“ even to increase this to whatever magnitude 
“ they pleased, since they were in course the 
“judges of the loss sustained, and of the pro- 
“■ portion which the inhabitants were to pay to 
'• replace it 

<. 

* In the preceding part of the letter, it is observed, 
that tlie influence of the famine on the revenue was imfcl* 
hy tho'.e for whom it was collected* 44 For nMvvith- 
“ standing (it added) the loss of at least one- third of 
4< the inhalants of the province, and the consequent do- 
46 ciease of the cultivation, the neat collections of the }i\ r 
“ 1771 exceeded even those of 17(58* as will appear from 
44 tlie fallowing abstract of accounts of the Hoard of ifevc - 
14 nue St MoorJhedabad, for the four last tear* : I 



OF TllK FAST INDIA COM PAN 


23$ ' 

To the same effect Mr Middleton, who was 
employed in superintending the collection of 

the public revenue, observes, — “ It is too 

% 

/ 

\tu>. Cioti, hint. 


1 17 V or 1 ?(>'*, Nc.it r illivlioir 

iJ ?(,<.)! 1?0<* ri»c uiu of ck, uth, which 

l,;>2,.sl,8aG 

f»43 

# was pioduttnc of the 



tani'm* nr tlu* lollowing 

• 


\<*;n - 

1,31,49,148 

6 3 2 

! 77 o, 17 ".0, TI v. n v* o of tiii* famine ami 



linn talit) 

1,10,00,030 

7 3 2 


Jlitwn 1771, 1 w J ,20V ' < (> Jo 2 I 

1 >< In, t 'ho amoi’Mi 

• i <K fi< icii' <»• - 
' v"-joiu d in tin it* 
t u < l \ »m .> i td- 
al J< In ^ t> "'v* • 

. tOMlIliillt - •.{,')/, >1> U T* I 

• nos 

tC It v1i<* n.itnruf}) to he <\|f'i*ttd, that f lie diminution 
u of the rt venue should have I. opt uii t qual pace with the 
u oilier consequence-* ofsugreat a calamity , 1 1 lat il did not, 
“ was <m iu« to iu being \ioh nil) kept up to fts forint r stand* 
“ nnl. To ascertain all tin* means by which tins w is ell'eet- 
rt <. <i will not be e;e\. it i.s difficult to trace the progress 
** oj tne^'ollcctorh through all its intnciU channels, or 
14 even to comprehend all the articles which compos 1 the 
u revenue in its Urs^ operations. One lax, however, we will 
u end«a\uur to desmbe, as it may seivo ty aggmmi for tlu 
4< nn quality which has been preserved hi the past eoiiec ■ 
c£ tiouu and to which it has principally contributed. It is 
4 * tulUd 4 Naja) and is an assessment upon tin* a- Dial ; n- 
“ habitants of every inferior division of the lands, to make 
*• up for the loss sustained m the rents of their neighbour^ 
44 wli» arc i «tlicr dead or have fled tin country. * It liad 
44 noil the smuuuii of government, but took place as a oiat- 
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“ melancholy a truth, that the whole coun- 
4 4 try suffered a very dreadful depopulation in 
u the time of the famine; and that the pre- 
44 Nciit thinness of the inhabitants manifests very 
c * clearly, that the effects of that, calamity still 
* 4 remain. 

44 Had the most proper measures dbeen pur- 
44 sued after the event, probably the effects o! 
“ it might by this time have been felt in a much 
44 less considerable degree ; but too much re- 
44 gard having been then and thereafter paid to 
44 the realizing as considerable a present reve- 
4£ nue as possible, these effects have of course 
4w continued aggravating. 

44 "W hen a very considerable portion, sup- 
44 posed even a third of the whole inhabitants 
4 * had peiished, the lemaining two-thiids wen*, 
u obliged to pay tor the lands now left without, 

44 ter of eour-e. In ordinary oases and while tllT land 
4 ' were in a state of cultivation, it was scarcely felt, and 
4k never or raiely complained of. 'However irreconcileable to 
strict justice, it afforded a reparation to the state iW occa- 
“ sional dt. ficiencies.^ It was a kind of security against dc- 
u sen ion, by making the inhabitants thus mutually re^pon- 
« sable for each other, and piecluded the inferior collec f ot* 
from availing himself of the pretext of deseited lands, to 
* 4 withhold ttsfy part of his collections. Hut the same prut- 
fl tice, which rft another time, and under different ck’cum- 
stances, would have been beneficial, became at this penod 
* 4 an insupportable burden upon the inhabitant 
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, “ cultivators. The country has languished ever 
44 since, and the evil continues enhancing every 
“ dav^ The first remedy, without the adoption 
cc of which all other measures will be fruitless, is 
44 an universal remission of some considerable 
44 portion of the revenue throughout the pro- 
44 viiices. • Such remission should have been 
44 made immediately on the famine. Its fiot 
44 taking place then has made it more and more 
44 necessary every day ; and the longer it is de- 
44 layed the more ruinous the consequences 
44 must be to this country and its revenue.” — 
Mr Harwell, a member of* the general council 
•at Calcutta, ?pc«i&ing of the overvaluation o* 
certain districts? observes, that this crior pro- 
reeded from a desiic to obtain the highest 
nossible revenue ; fmd that in almost al! 

j 7 • 

the districts of Denial the lands weie over- 
valued, and many ol' the renters ruined. “ i 
am' convinced,” sa/s Mr Francis, in hi> ad- 
mirable rcmaiks on * his subject, “ it will be 
, “ foufld, that lor some years past, the govem- 
“ meiit of this country has been living upon its 
“capital; that is, they have annually taken 
•“ apportion of the existing wealth which 
“ oujjlit to have been reserved lb» futuie pro- 
“ duJtion.” 


VOL. IV. 


<) 
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An annual land tax, variable at the discretion 
of* the government, was so obviously injurious 
to the cultivation of the country, that it was at 
length resolved to make a settlement of the land 
revenues for five years, commencing from the 
year 1772, But the grievance by which agri- 
culture was oppressed, consisted not so much in 
H\S uncertain and arbitrary nature of the tax, 
as in its excessive amount ; from which an 
abatement was the more necessary, as it was now 
to be fixed for a term of years. The policy, 
however, was still to increase rather than to di- 
minish the rev enue, and for this purpose a com- 
mittee was appointed, named ike 6 ‘ Committee 
of Circuit,” consisting of five principal servants 
of the Company, who, in the event of the 
land owners refusing to comply with their con- 
ditions, vveie empowered to let the lands in 
lease, bv public auction, to the highest lp<l- 
dci. These persons proceeded in their cir- 
cuit, through the country ; .and, where the 
landlord hesitated to contract for the Assess- 
ment proposed, his estate was publicly ad- 
vertised, and let in farm for the highest rent 
that could be obtained. A great propoitiorr 
of the landed property throughout Bengal 
was thus exposed to auction; and, iiV the 
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tenoral sale, the ancient ovners and hereditary 
nobility of the country being outbidden by ad- 
\ cullers, to whom properly was acceptable on 
any terms, were generally dispossessed of their 
estates, from* the surplus produce of which a 
provision was assigned them by the indulgence 
of the revenue committee • 

In tliis manner, the aibitraiy claims of the 
state were made to assume the equitable form 
of a pcimanent tax fi v cd by \olmitan eon* 
tiact; but this tax being founded on an exoi- 
bitant estimate of the land, the surplus pio- 
duce of the proprietor was found um«jual to 
*sts dbchaige. # A large and inn easing balance 
of arreai% was accordingly accumulated, for the 
payment of which it was generally agieeil, by 
IiosC concerned in the management of the 
levenue, that no funds were to be found 
m the already exhausted country. 44 I bc- 
hc\e, M says one of the collectors, “ the 
u amount of tho settlement exceeds the abi- 
•" lit y of the district ; and if the farmer was not 
’ a icsponsihle man, he would, I apprehend, 
' <e fall greatly in arrears; the common dislicssc? 
alltuidant on the famine are again to be 
quoted as the cause of its decay/* Mr \ an- 
**? # f ;? 2 f aKo, one of the committee of circuit, 
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observes, “ I attribute the collections tailing 
“ short of the settlement, to the settlement’s 
“ having in some places been over-ratcc}, and 
“ in almost every place fixed as high as could 
“ be afforded in a favourable season ; so that 
“ every extraordinary accident unavoidably oc- 
“ casioned deductions or balances. This I re* 
“ gard as the general cause thioughout the Ben* 

“ gal provinces. I apprehend there is no imme- 
“ diate remedy, no possibility of realizing the 
“ settlement, unless by reducing it to the actual 
“ value of the lands. \o one will assort, 1 be- 
“ lieve, that Bengal is in as flourishing a state 
“ as in the year 1777, when first we acquired an 
“influence; its decline arises from the decay 
“ of commerce, the want of specie, and the ios - ' 
“ of inhabitants.” Under this system of ma- 
nagement the country appears to have lapidlv 

declined, and, in 17«9, its condition is dc'^pibed 

* 

by Lord Cornwallis in the followin'}’ teims: — 
“ I am sorry,” he observes, r “to be obliged 
“ to say, that agriculture and internal com-* 
** mcrce have for many years been gradually 
“ declining ; and that at present, excepting 
** the class of Shroffs and Banyans, whb re- 
“ side almost entirelv in towns, the inhabit- 
u ants of these provinces arc advancing has* 
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“ tily to a general state of poverty and vvretched- 
“ ness. In this description I must even include 
fcC cvf^ry zemindar in the company's territories ; 
u which, though it may have been partly occa- 
sioned by *their own indolence and ex trava- 
e ‘ gance, I am afraid mast also be in a great 
measure attributed to the effects of our fbr- 
wt mer ->vstem of management.” 

Admitting the plea urged in favour of those 
mens i nes, namely, that laud was held under the 
Mogul government by a loose and ill defined 
tenure, it was the duty oi those who had now 
m ’ receded to the so^eieignty of India, to inform 
* m> great a dciVcTin the laws and policy oi* the 
l GU iiin*, and, *ln impioving possession into a 
solid title, to secure the community against the 
shock msepaiable iibm the violent subversion 
ot ancient lights. So wise and equitable afl 
unangement, while it would have produced 
universal content aftd happftiess, would have 
proved a mo4 auspicious commencement lor a 
. newly established government. But such views 
were inconsistent with the policy ot the Indian 
administration, which was chiefly occupied 


* with schemes for increasing the revenue j and 


by t^his standard, 
who’ have been <!e 


indeed, the merits ot those 
legated to govern India have 


m most cases been estimated. The question 
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lias generally been, not how Air they have suc- 
ceeded in promoting the happiness of the peo- 
ple, but what proportion of their wealth they 

V 

have been able to remit to the company in Eu- 
rope. A flourishing revenue has been the con- 
tinual boast of each successive administration ; 
and we can scarcely wonder if a government, 
intent on this** favourite object, should havt* 
harrassed its subjects by excessive and arbitrary 
taxation v . 

The attention of the British parliament had 
frequent!} been directed to the state of* India 

’ The piineiph which regulated tin* nunn.’LUJcnt «>*' 
the levenues in India, and the t lb vt % of the system on 
the minds of the people, sue u;; ;unly described in 
the following passage from a letter of the governor-ge- 
neral and conned, to the dnecinrs Voth ALircii, 177.1:- 
“ ' flu ‘ continual variations m tlie mode of < olii etine tie 
revenue, and the eoiitiiiii.il i«sui pulious oil the ltghls m 
tlu people, which have b<cn produced by the remiwsiu v* t 
“ oi the rap..cil\, of the Mogul government ; and. m th ' 
* hngl.&h, by the dt»i?e of acquiring a reputation horn tl j t 
*• sudden increase oi the collections, w about softie lent atton 
“ tion to rt mole consequences, have h\ed in tlie minds ot the 
“ ryots >o rooted a distrust in the ordinances of go\crnnn.r*t, 
‘ ‘ that no assurances, how ever stiong, n ill j»eis\iade them that 
“ laws', which ha\e no apparent object but the ease of the 
<£ people and the security of property, can be of long duia- 
1,4 lion, unless confirmed by 7 a stronger pledge than the i\>o- 
“ lut ion of a fluctuating administration. Even with the 
4< sanction of the honourable court of directors, tim ,J will 
“ be required ro reconcile their belief to so extraordinary 
£t a revolution in the piinciples of this government/* 
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and to the transactions of the resident govern- 
ment ; and in 1784 a new system was establish- 
ed in Britain for the controul of the local ad- 
ministration, under which Lord Cornwallis 
being chosen governor-general, was specially 
directed by the act of parliament, to “ inquire 
* c into the* alleged grievances of the landholders, 
“ and, if founded in truth, to afrord them re- 
fc< dress, ami to establish permanent rules for 
“ the settlement and collection of the revenue, 
“ and for the administration of justice, founded 
on the ancient laws and local usages of the 

s. 

“ country.” » 

The settlement of the land revenue 5 :, con- 
cluded by the oonmiittee of ciicuit in 1772, ex- 
pired in 1777; and, until the necessary arrange- 

» 

ments could be completed lor a permanent 
land tax, the iorn’ier plan of annual assessments 
was adopted. But, in the course of the years 
1 7 89 and 1790, an assessment was imposed, for 
ten years, on the lands of Bengal, Bahar, and 
Orissa, which being acceded to by the zemin- 
dars, and confirmed by the directors in 1792, 
was declared to be perpetual, the land being 
.guaranteed to its proprietors and their heirs tor 
ever, under the burden of the stipulated rent. 
OtlnA' important reforms were at the same time 
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introduced into the domestic policy of the coun- 
try. In the administration of justice, the func- 
tions of judge, magistrate, and collector of the 
revenue, formerly exercised by the same per- 
son, were now separated ; and to avoid all un- 
necessary severity in the collection of the rc\e- 
nue, the process against defaulters was confined 
to imprisonment and to a sale of their proper- 
ties, while the produce of the inferior tenants, 
could in like manner be attached for ai reals b) 
the principal landholders ; except in disputed 
cases, where a decision of the contested claim 
was preuoudy rcquiied. .The pohec establish- 
ments ol the country wore aiso new modelled, 
the zemindars, horn time inunemoiia! the supei- 
intendants ofthe public peace, being superseded 
by a. new’ system of magistiao), consisting oi 
Europeans, with native officers acting under 
their onlers. 

Aceouling to the terms of this agi cement, 
which has been usually distinguished by the 
name of the decennial settlement, the landed , 
property of India is still held, and the same 
arrangements have been since extended to 
the comjuered countries*. But this sjstcm, 

^ Sec Appendix, Note [P.j 4 
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though introduced -under the fairest profession 3 
of moderation and policy, afforded no relief to 
the glided proprietor, because it granted no 
abatement of the tax by which he was oppressed. 
The proportion of the surplus produce claimed 
by the state was fixed at ten elevenths of the ac- 
tual rent pa) able by the occupiers of the land* 
and the proprietor having become bound for an 
erjub alent money i cut, was, on these conditions, 
continued in the possession of the land. By 
this arrangement, the zemindar was reduced to 
tin- condition of a firmer, or land steward, em- 
p!o)cd by the state, «uul receiving for his trouble 
and ti-k an underlain reversion At mi the sur- 
plus piydwcc of his own hei editary estate. In 
other essential points also the system was d cf co- 
rn e; for while the* process against thg land 
owner lor outstanding balances was prompt and 
efficient, bis proceedings against the under- 
tenants might at afiy time be impeded by an 
appeal to the courts of justice, where, from de- 
fecthe anangements, a large arrear of undecid- 
ed causes had all early accumulated I. "While 
the zemindar was in this manner exposed to the 

* Fifth Jleport of the Select Committee on the Affair; 
of the Fast India Company, p. 3. , 

l see Appendix, Note [Q.l 
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summary demands of government, he was left 
to seek recourse against his tenants through 
the medium of endless litigation. 

The consequences of those ill-digested mea- 
sures soon appealed in the failure of the land 
owners to fulfil their engagements, and in the 
sales of land which took place in order to dis- 
charge their 'outstanding balances. In tire 
years 1797 and 1798, the lands sold on this ac- 
count bore an annual assessment of L. ](>4,.J7G. 
and I>. 2(jo,9.;s * ; and among the defaulters 
were numbered some of the most ancient no- 
bility in the country, “ thfl dismemberment of 
“ whose estates, at the end of eaph succeeding 
“ year, threatened them, (according ^ to the 
“statement contained in* the fifth report ol 
“ the select committee), with poverty and 
“ ruin, and, in some instances, presented dif. 

f 1 he pm chase money amounted to L. 207.08S and to 
1,. J IS, i 1 13. 1 mm these transactions ive may estimate the 

pioportioii winch the assessment imposed on the landed 
property of India bears to the surplus pioduee oi tie' sod. 
If the landed property oi' India be valued at fifteen )eai^ 
purchase, a capital of L. 207,088 will be found equivalent 
to a land levenue of about L. 11,000, and one 1 oi’L. 248.3 IS 
to a revenue of L. 17,000. While the government tax 
thus amounts to L. 104,570 and to L. 202,938 pet annum, 
I he re\enuc to ,the proprietor can only be estimated at 
L. 14,000 in the one case, and L. 17,000 in the othet. 
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* tf Acuities to the revenue officers, in their en- 
44 deavours to preserve uiidiminishcd the a- 
14 mo^nt -of the public assessment/’ The re- 
venue, however, in consequence of the mea- 
sures adopted for its collection, has been 

tj 

hitheito realised; and, in the jear 1799, the 
average produce of the land revenues ofHen- 
1 , 0 * 1 , since the decennial settlement, exceeded, 
by five lacks of rupees, or by about L. 50.000, 
the estimate formed in the a ear 37SO. which 
amounted to -,(>00,000 \ 

In Ucngil, the rvniindury tenure prevails al- 
most univcisJiy. lint in Pcrar, land to a con- 
• nierable amounfis’held muter the tenuie of 
puddie and though the grants under which 

this piopmty was possess'd h.id undergone 

* 

ihire sevcual jevisioniin I7G(>, 177 h and ,17S.‘*, 
upon which occasions they had been succcs- 
-i\ i k :v Kv f n’ed, it was about this period propos- 
ed,- on the gumiul thtit the land was only lieii- 
table m can tain cases, to institute a new sou- 

i 

tinv itito the title deeds of those estates, with 

» 

a view to their resumption bv the company, on 
-'tho’demise of the existing* proprieties, Consi- 
st! enable agitation was at different times c\« 

* a gcmnal account of tlie revenues and expcncis 
' i tla resident g*mrnmeut, see Appendix, Note [H/, 
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cited among the land owners by those pro- 
ceedings, while the only ground which existed 
for questioning the hereditary nature of the 
title, appears to ha\e been the practice of con- 
firming each succession by a new grant from 
die crown. This, howc\er, though it may 
prove the original nature of the tenure, 01 
the precarious state of property peculiar to*a 
rude age, seems to have been a mere fo:m, 
no way affecting the security of private rights; 
and the same fonns will be touiul to pic\ail in 
the transmission of feudal property, without in 
the slightest degiee invalidating the succession. 
The truth is, that the form under which pro- 
perty is held throws no light on? the ical natuic 
of the tenuie ; and by a legal scrutiny, conduct- 
ed on, this principle, the lights of property might 
be sub\ei ted in all countries. From the \aiiou 
inquiries made at diffluent times by the govern- 
must of the company, respecting the nature 
of the jaghiic tenuie, it cleaily appears, that 
in practice the property was hereditary, rndoi 
whatc\er forms it may have been transmuted 4 . 

■* Sir John Shon questions the heritable nature of jaghu r 
property, chief!) on the ground of some supposed minimality 
in ihe grants, of which, however, he produces no evidence, 
and on the probability that they were sometimes fraudulently 
or feuruptiliously obtained. In opposition, however, to 
those vague insinuations, he observes, first, that these grai r 
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From the preceding account of* the transac- 
tions of the East India company, it will be re- 
nmik\d, that an Indian revenue lias been the 
leading object of its policy. The company, 
though raised to the sovereignty of an immense 
empire, seem never to have relinquished the 
mercantile notion of* profit ; ari^l, as it appears 
Unit the inhabitants of India have with this view 
been subjected to heavy taxation, it will be pro- 
per to inquiie, what advantage the company 
ni Fin ope have evex derived from the contribu- 
tions thus levied by the icsidcnt government. 

It will readily be admitted, that a revenue 
5 o much ouf of the contioul ot those vvlio 
claimed st, and for the expenditure of which, 
seasons and arguments could never be wanting, 
ought not at any time to have b^en reckoned 
upon as a ceitain icsourec. It is difficult, un- 
der any circumstances, to provide sure checks 

have a) ready undergone three several revisions, and have 
been confirmed each time. Secoiulh, that under the -am - 
tion ti those continuations, the jaghin dars have enjoyed 
the icnts oi the lands made over to them in perfect <. ui itj » 
and mealy “ That the pt Isons who held th»se land', have 
** nol any other means of subsistence, and it tbe> wur it - 
• £ ynif d would lie dtiven to poverty and diNttess.’ — [Mmufc 
on the rights and privileges ol Jaghiredais. j After so clear 
and conclusive a statement, it is Mogul m, that Sir Jolin 
^hore should for a moment question tl>. r gfcis of thejaeinie 
nopiif tor- 
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against the profuse expenditure of a nation’s re- 
sources, the greatness and public nature of the 
concern naturally inducing prodigality in /j very 
pait of its management. The rulers of India 
liad, however, peculiar temptations to a waste 
of the public resources. They were separated 
by the distance of half the globe from those 
to whom they were to account ; they had 
an overflowing treasury under their controuh 
and in such circumstances the, practice of ri- 
gid economy was prescribed to them, that they 
might have a surplus of revenue to mint to 
their masters in Europe, — an object which, with 
adventurers in the eager pin suif of iapid fbr- 
time, wa-> expected to outweigh the poweiful 
temptations oh private interest. Such fidelity 
would* have been laudable, but was not to be 
looked for, and certainly was never practised 
From the period when the company acquired 
the teiritory, the correspondence of the di- 
rector with their servants in India is filled 
with unavailing complaints of their extrava- 
gance, the enormous expcnce of their civil 
establishments, and the most urgent injunc- 
tions to retrenchment and economy ; while their 
sonants, on the other hand, always hold out 
fair promises of their future management, onh, 
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Lo be broken, and flattering statements of re- 
venue, to be regularly overturned by the ex- 
pend^ of the succeeding year. “ We do not 
“ hesitate (the directors observe, in a letter to 
u the governor-general and council, dated 3783 ), 
“ to pronounce that your late regulations lor 
t4 the management of the customs appear to 
u us to have been made rather with a view to 
“ ci eating lucrative posts for a certain descrip- 
u tion of men, than with any design either of 
inei easing the revenue or of promoting com- 
rncrce. And we aie contained in tin's opi- 
“ nion, by the enounous per eentage \ou have 
M ti\ed tor the Commission on the amount of 
“ the collections.” In the same strain they c \- 
press themselves to Lord Cornwallis in 1 7**0*. 
*" On reviewing tlie conduct of our leveune Jor 
“ some ) oars back, we have seen a disposition 
“ lo innovation and experiment, without urgent 
“ necessity, or appifrcnt cause, but many ob- 
“ \ious and immediate incoin enicnccs ; nca 
institutions, and almost instant deviations 
“ fiom them ; multiplication of ofliecs, and 
increase of salaries. We had them a!\\a)s 
introduced with the flattering s’icims of 
4C increase to the revenue, ani diminution 
of exjpcnce, which Jiave Juidb in an\ in- 
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44 stance been realized by tlie event.” — Al- 
ter stating the enormous and burthensome 
cxpcncc of the revenue establishments,^, <.hey 
continue to observe : “ Upon the whole of 
44 our inquiry it appears, that the annual ex- 
44 pence of collecting our revenues, and com- 
44 missions charged upon them, have* been in a 
“ progressive state of augmentation from Iht* 
44 year 17GG. In the year 1783 they stood at 
44 more than double what they were in 17 G6, 
44 and the neat revenues we derived from out 
44 territorial acquisitions in Bengal was almost 
“ one million sterling less, than it was the first 
“ year after our accession ' to. the Dewan- 
“ nee 

The directors had good reason to complain 
of the enoimous expenec of their establish- 
ments, which seemed regularly to grow with 
the growth of the revenue. In the year 177b, 
the civil expenccs of the ‘gov ernment of Fort 
"William stood at L.205,399 ; and in 1783, they 
had risen to L.927,943. The company’s afl’aiis 
have ever since gone on in the same course, 
and in place of any surplus arising from India, 
it appears, from an account contained in an ex- 
position of. the company’s finances laid be 


' Kight of collecting the revenue.. 
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lore parliament in 18i0, that on a period of nine 
jtars, from 1797 to 1805, there is a balance 
ngains^lhe government in India of L.5, 101,689. 
About this period a quantity of treasure, to 
the amount of several millions, was exported by 
the directors, in the expectation of receiving a 
\aluable ictuin of Indian produce. But the 
resident government found it necessary to em- 
ploy the whole in defraying the expence of the 
wins in which they were involved with the na- 
tive powers. A large balance was thus incur- 
red to the concern in Europe, to the great em- 
barrassment of the company's finances ; and 
Accordingly we* again find the two parties, 
-the one renewing its promises, and the other 
vainly expecting their fulfilment. • In the ex- 
position of the company’s finances *for 1810, 
it is stated, that in 1805 the directors con- 
fidently expected a great reduction of ex- 
penditure, in conscqucnc^ of' the peace re- 
cently concluded* with the Mahratta powers j 
Jnd that although they were greatly disap- 
pointed by the result of the years 1806 
tnd 1807, which still shewed a deficit of 

a * 

L. 1,764,000, they trusted to the positive as- 
surances of the governor-general, for a large 
^■nrjjlus in the succeeding year; in place of 
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which, however, to their great surprise and 
mortification, a deficit appeared, according to 
the estimate of 1808, of L. 1,150,000, whiih was 
afterwards lessened by L. 200,000. 

Adverting to the great increase of Indian 
debt, the expose thus proceeds : “ Of the many 
“ baneful effects confessedly produced by the 
“ vast increase of the India debt upon all the 
“ interests of the company, one has borne, and 
“ must continue to bear directly and powerfully 
on the home finances, namely, the reduction, 

“ and at length the extinction of the surplus 
“ of revenue, from which a million sterling was 
“ to be annually appropriated to the purpose* 

** of investment. This resource has long been 
“ declining, and for a scries of years past, in 
“ which European war* always productive of 
“ extraordinary expence to the company, ren- 
“ dered such a resource more necessary, has 
“ entirely ceased. A great part of the interest 
“ on the debt has of late been paid by adding 
“ to the capital of that debt. This change, m 
“ the course of its progress, has had a very un- 
“ favourable influence upon the home concerns ' 
“ ofilhe company, preventing that improve- 
“ mfint off 1 them which would otherwise have 
‘‘ taken place, according to the intention of the 
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4 act of 1793, and at length extinguishing the 
“•means which formerly enabled the company 
“ to defray the political charges payable in 
“ England ; charges for which there will bence- 
"<s£orth be no ‘other fund than what the com- 
“ merce of the company may furnish, until by 
“ economy *and retrenchment a surplus from 
“ the revenue shall be again restored. During 
“ the period here spoken of, there has been on 
“ the whole, as the observation just made im- 
* c plies, no diminution ot’ the civil and militaiy 
** expenditures, to compensate for the heavier 
“ charge of interest^ but on the contrary, 
whilst the revenues have from different aequi- 
.** sitions acid annexations been greatly enhan- 
“ ced, the expenditure has kept pace with the 
“ increase, and has even outrun it* so that 
“ although, when in 1793 and 1794, our reve- 
“ nucs were only eight millions per annum, 
“ we'had a surplus of L. 1,000,000, now that 
“ our revenues ate fifteen millions per annum, 
‘f we have a deficit even ita the second year of 
te peace, of L. 1,01 9,097.’* 

** After exhibiting a statement of the company's 
rSvenue for several years back, the following 
•remarks occur, which a"e completely “descriptive 
of jlhe company’s management ever since the 
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acquisition of the territorial revenues : “ What 
** is most obvious and striking is the in- 
“ crease, not of the charges only, but^nlsp of 
“ the debt, as the revenues increased, and 
** not merely in proportion to the increase 
* c of the revenues ; for, whilst from the year 
“ 1793 and ,1794, to the year 1805 and 1806, 
“ the amount of the revenues has not been 
“ quite doubled, that of the charges has been 
“ increased as five to two, and that of the debt 
“ nearly quadrupled, besides a very large sum 
“ of debt transferred in the course of that period 
“ to England. The greatest iitcrcase under all 
“ these heads has been since the year 179‘ 
“and 1799.” 

From this management of the company’s af- 
fairs, the natural results have arisen. The reve- 
nues, though increased from 8 to 1 5 millions, have 
been swallowed up by the increased expen- 
ces with which they have been iuvariably fol- 
lowed j and as the directors formerly calculated 
that their affairs were in a better train in 176/ 
with a smaller revenue, than in 1783, when their 
revenues were doubled, they in like manner 
reckoned in 1793 on deriving from their Indian 
territories a surplus revenue of L. 1,603,577 ; 
and though a much greater revenue has since 1 
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been collected, in place of affording any surplus 
for the benefit of the company in Europe, it has 
genially been foundinsufficicntto maintain the 
civil and military establishments of the resident 
.government.’ Since the year 1797 the expendi- 
ture has accordingly, with the exception of a 
single year, exceeded the revenue *. 

The Indian debt too, which in 1793 amount- 
ed to L.9, 142,720, had increased in 1809 to 
\j. * 30 , 870 , 788 , while the general statement of 
the company’s affairs, annually submitted to par- 
liament, discloses a continually increasing ba- 
lance against the < concern. In 1784, according 
to a statement made by the company, the ba- 
lance ill their favour amounted to something 
mme than three millions. By a statement made 
out in 1811, there appears an unfavourable 
balance of L.7,138,685 ; and if to this .sum be 
added the original stock, on which account cash 
has been paid into the company’s treasury to 
the amount of »L.7, 780,000, the result shews a 
deficiency of L.l 4,91 8,68.5+. 

. J Sec Appendix, Note [It.] 

The foi lift cations and other works in India are esti* 

► by the company at 10 millions. But those buildings, 

whatever they may have originally cost, would, if thty^were 
exposed to sale, be found of very little value. The money 
hyd out in this v ay ought to be placed indeed to the account 
n? ex^^diture *rather than of stock ; for it is cleas that; 
< n ‘y a very small part ol it will ever be recovered. 
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It is superfluous to comment on these fuels. 
It is obvious that where the interests of so npany 
indh iduals are concerned, the difficulty ought 
to be fairly met, and some remedy devised. If 
the public aie to become bound for the com-*' 
pany’s debt (and it seems likely that this will 
be the result) government should have a greater 
controul over their affairs, and effectual mea- 
sures should surely be taken for reducing the 
debt, or at least for preventing its farther and 
indefinite accumulation. Nor is it easy to see 
upon what principle so large a dividend as 10' 
per cent, should be annually made. In former 
periods of their history, the company regularly 
varied the dividend with the state of their at- 
fairs $ and whenever a dividend is made ii om the 
profits of a "concern, it ought surely to beat 
some proportion to those profits. The East In- 
dia company is the only commercial body which 
lias set at defiance this plain rule of equity ; for* 
while every year is adding to (heir debt, they 
still continue to keep up their dividend to 
the high and invariable standard of lOi per 
cent*' 
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or THE TAXES SUCCESSIVELY IMPOSED ON INCOME IN 
URLAT BRITAIN. 


Thu great wastg of capital occasioned by the war 
which commenced in 1793, began about the 
year 1797 seriously tp affect the money mar- 
ket, by raising the rate of interest, and de- 
pressing the value of funded property ; and go- 
vernment, being a large borrower, felt in conse- 
quence the increasing difficulty of managing its 
immense loans. * To remedy this inconvenience, 
it was resolved, in place of borrowing the sum 
. necessary for the public service, and of imposing 
Jaxe% as formerly, for the payment of the inter- 
est, to call on the people for a contribution, 
not of interest but of capital ; by which means 
the surn which it would be necessary to borrow 
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would be considerably reduced. With this 
view* it was proposed to take onc-tcnth from 
every income of L.200 and upwards, 'and a 
lower rate from all inferior incomes down to 
L .60 per annum, below which the tax did not' 
extend. Such was the principle of the mea- 
sure ; and it ^as to be carried into effect by gu 
addition to the various duties on houses, win- 
dows, male servants, carriages, and horses, 
known under the general name of the Assessed 
Taxes ; the sum paid on account of those taxes 
being supposed to afford a tolerably fair crite- 
rion of income. The rate jof assessment rose in 
proportion to the amount of the tax. Those 
who formerly paid one pound annually of as- 
sessed taxes were now to pay ten shillings addi- 
tional. Those who paid one pound and under 
two pounds, were to pay twenty shillings addi- 
tional. Those' who paid two pounds and under 
three pounds, were to pay double. Above 
three pounds, the assessment was to be tripled. 
A distinction was also made between those who 
paid to the house and window duty, and those 
who paid in addition for horses, carriages, and 
male servants, the latter class being liable to 
pay from L.25to L.3Q, a triple rate and a half; 
from L.30 to L.40, a quadruple rate ; from L.40 
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to L.50, four and a half ; and from L.50 and 
upwards, live times their former rate. Those 
who \cre assessed for more than the fair pro- 
portion of their income, were entitled to relief 
on making a' declaration to that effect, to be 
confirmed if required by their oath ; some 
considerable abatements were flowed on ac- 
count of children ; and also wlvere a large house 
was occupied as the means of a livelihood. But 
the lax was so far cumpulsory, that the addi- 
tional rate w r as levied on the assessed duties for 
the past year ; so that no relief could be procu- 
red for the first yearjat least, by refraining from 
’the use of the faxed article. The expected pro- 
duce of riie tax*was estimated at seven millions ; 
but it did not produce above four millions and 
a half. * • 

In lieu of this measure, intended to operate 
indirectly on income^ a direct tax was substi- 
tuted in the following year. The rate of con- 
tribution was the same as before, namely, L.20O 
»per annum and upwards to pay one-tenth; in- 
ferior incomes \o pay a smaller proportion ; 
and deductions to be allowed on account of 
children *. In every society, land, labour, and 

I* On incomes between L.SO And L.400 per annum, a 
deauction of ft vesper cent was allowed for each child ; he- 
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capital, constitute the three great sources of 
income ; and to these may be added the profit 
arising from certain professions. The wages 
of labour would seldom rise so high as to come 
under the operation of this tax, of which the. 
produce must chiefly arise, therefore, from 
the profits of stock and of professional labour, 
and from the rent of land. For the purpose of 
producing a fair disclosure of the income ac- 
quired from these various sources, it became 
necessary to establish a system of strict regula- 
tion. 

In all the counties and towns commissioncis 
were appointed, to whom every householder was 
required, under a penalty, to make a return of 
his income, either for one year, or calculated 
-on an average ’of three years back ; and to say 
also, whether any person resided in his house 
entitled to income. These commissioners were 
aided by the surveyors of taxes, who were ap- 
pointed by the crown to see the act strictly en- 
forced, and whose duty it was narrowly to exa- 

ttt een L.400 and I.. 1000 per annum, four per cent was de- 
ducted where there was one child above six years of ageT* 
and three per cent, where they were all under that age; be- 
tween L.1Q00 and L.5000, three per cent, and two per 
cent. ; and above L.5000 per annum, two per cent, and oic 
per cent, were in like manner to be deducted. % 
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mine all statements of income, for the purpose of 
checking evasion anil fraud. With this view, all 
i e turns of income were entered in a book, with 
the names annexed, and arranged in alphabetical 
order. The surveyor hadaccess at all times to this 
list, which he was bound rigidly to scrutinize. 
At his discretion, he might object, amend, oi 
sin charge. It was his duty, in all doubtful 
oases, to impure into the circumstances of indi- 
viduals, to challenge returns, to object to de- 
ductions, ami to suggest to the commissioners 
m what cases to inflict the penalty of double 

duties, on giving, due notice to the individual 

• • 

concerned, who was required, in every case, 
where thb return of his income was unsatisfac- 
f oiy, to make a written disclosure of particu- 
lars; which, being verified on oath,* settled the 
matter with the commissioners. But the sur- 
veyor, if he was still dissatisfied, might require 
a written case to be made out for the consider- 
ation of another set of commissioners, whose 
•decision was final. In conducting the inquiry, 
however, a different process might be adopted. 

' TJje party, or his confidential cleik, might he 
summoned, and examined, as to his concerns ; 

' after which, their depositions being taken 
do*wn, they might both be required to swear 
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to their truth. They were not bound, indeed, 
to swear or to answer any question ; but, in 
that case, the commissioners might assess the 
person according to their discretion ; and he 
could have no relief by appeal, linless he veri- 
fied his statement on oath, and answered every 
question put t# him. 

The income arising from land, whether rent 
or profit, was subjected to a different and more 
simple process. An accurate account of the 
landlord’s rent was obtained, by an inspection 
of the tenant’s lease j and the profit of the te- 
nant, if he paid for his ijirm less than L. 300 
per annum, was estimated in England not under 
one half, and not above three-fourths of his rent ; - 
if he paid L*30O and upwards, at not less than 
three-fifths, *and not more than three-fourths of 
his rent, a suitable deduction being allowed for 
the inferior incomes. If his farm had been 

c 

in his possession for seven years, the pro- 
fit was then supposed, in consequence of im- 
provements, to bear a greater proportion to 
the rent ; and the commissioners might, in that 
case, assess the farmer, on actual survey and 
valuation of his farm. In Scotland, the farmer’s » 
profit was made subject to the same rules as 
commercial income, 1' 
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Such were the leading provisions of the first 
direct tax on income established in. this coun- 
try,''' which lasted about four years, being re- 
pealed in 1802, after the peace of Amiens, and 
having produced about five millions and a half 
annually. 

In 1 803, to provide for the cxpenccs of the war 
lately commenced, a direct tax on income was 
again resorted to, which received the name of the 
property tax. By the act establishing this tax, 
the scale of contribution began as formerly at 
L. GQ per annum, which paid three pence per 
pound, and gradually rose.at the rate of one pen- 
ny in the pouiTd for every ten pounds of income, 
to L. 150, whifih paid one-fifth. Some inconsi- 
derable abatements were allowed for children. 
The estimate of the farmer’s profit w js now raised 
in England, in all cases, to three-fourths, and 
in Scotland it was fixed at one-half of his 
rent *. While, every seven years, a new esti- 
mate was made, of the increased value of the 
laud,* and of the additional rent for which it 
was imagined it might be let in consequence of 

• i 

p * Jn Knglaud the public burdens on the land are much 
heavier than in Scotland ; and these fulling on the rent, the * 
farmer’s profit must, of course, bear a greater proportion to 
thf surplus produce than in Scotland. 



270 


OF TAXATION". 


improvements ; and the tenant being first assess- 
ed as proprietor of this additional rent, one- 
fifth part of it was, on this account, added (A his 
former tax ; while his profit as farmer being 
afterwards calculated at one-half of the in- 
c. eased rent, he was assessed in an additional 
fifth on this sum. A proportion of one-fourth 
was, in 1805, auded to the rate of contribution ; 
in 1806, it was raised to 10 per cent. ; and 
various important alterations were at the same 
time introduced. 

Under all former assessments on property -• 
L. 60 per annum was the lowest income which 
paid any tax. But every income above L.50 
per annum, arising from trade*, or fjom the 
exercise of a profession, was now made liable 
to a contribution of 10 per cent, a deduction of- 
5 per cent, being allowed on whatever sum 
the income fell short of L. 150. The wages 
of mechanics were exempted, provided they 
did not in any one week exceed 30s. ; a de- 
claration to that effect being required' from, 
their masters ; or provided they bad no pro- 
perty of which the annual rent exceeded L. 5. *, 
A distinction was now for the first time made 
betw^BB the* sure and lasting revenue of pro- . 
pertyh#nd the more precarious revenue of tra^c. 
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or of professional labour, by ■which every in- 
• come, however small, arising from property 
either in land or in money, was made liable to 
a contribution of one-tenth. 

To an equitable tax on income there can be 
no possible objection, since its object is to take 
from every individual a just proportion of his 
means for the service of the state. But the 
great difficulty lies in the detail of. such a mea- 
sure : 1st, In devising an equitable rate for the 
larger and the smaller incomes, and for such in- 
comes also as, arising from the various sources 
of property, trade ? pr profession, are some of 
’them more suTe and lasting than others, and 
require, ®n thaf account, to be differently dealt 
with ; and 2d, In providing against the frau- 
dulent concealment of income, without any 
odious inquisition into the private affairs of in- 
dividuals. 

0 

The injustice of fixing a common rale of 
contribution for^all incomes, however various, 
is sufficiently obvious; since an income of 
L. 10,000 per annum might pay, without any 
•great hardship, a proportion which, if exacted 
from a smaller income, would force a retrench- 
•ment, not of comforts merely, but of absolute 
necessaries. In matters of policy the strict 
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rules of arithmetic do not apply ; and to fiamc 
a scheme of taxation on any such theory, 
•would be to sanction, under the specious ap- 
pearance of equality, great practical oppres- 
sion. The rate pf contribution to be equitable 
ought therefore continually to \aiy, giadiu1Iy 
•ascending, until it rise to its maximum among 
the highest incomes. 

The rate oi contribution under Mr T'ltfs 
plan was ten shillings per annum foi an nuomr 
of L.60, and this proportion was gtadually in- 
creased until, at L.2CX) pci annum, il amounted 
to one-tenth of the income assc'-.ccl, winch was 
the maximum of conti ibution. 4 lJutif flu pi in, 
ciple be once recognised of suiting tile late of* 
assessment td the income, the same ptopoition 
should certainly not be taken fromL.200 as irom 
L.10,000 per annum ; and it is incous.->(ont to 
prepare a scale of assessment for the lower in- 
comes, and, from L.200 and upwards, to con- 
found in one common proportion all incomes, 
however various. 

But the plan of making a heavy additiqn io 
the assessed taxes, which Mr Pitt intended as' 

* t 

a tax on income, was in reality a tax on expen- 
diture. So long as income was hoarded, it 
was secure. It was only when it was spent 
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that it incurred the penalty of a tax ; so - that the 
largest incomes might still find safety in econo- 
my wrid privation. As a tax on expenditure, 
this addition to existing duties seems liable to 
no peculiar objection* 

The direct tax on income substituted by Mr 
Pitt, for ^his measure, was founded on the same 
principle of contribution ; and, «o just medium 
being fixed between the large and the small in- 
vs. an unequal assessment was in conse- 
q . -u-e thrown on the latter. In the detail of 
the measuie also, it was found exceedingly dif- 
ficult to reconcile {jny inquisition into the pri- 
vate concerns of#imlividuals with the laws and 
customs of a free government ; and, as a large 
revenue was the main object of the measure, the 
commissioners were invested wifh such powers 
a.-, if they had been harshly exefeised, would 
have tjecri found extremely oppressive. To dis- 
close the state of a. man’s private affairs, is iu 
all cases sufficiently vexatious ; but in a nation 
of merchants. 'such a disclosure maybe often 
highly injurious. The act, however, was ad- 
• ministered with lenity. And hence arose an- 
other evil, that while those who had no way 
of concealing their incomes felt Jhe full weight 
£>f tlie tax, a large proportion of income was 
v or., rv. . * s” 
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sheltered under every species of evasion. • An 
unequal burden was in this manner imposed on 
the community ; and it is in this respect'that 
the tax is chiefly objectionable, namely, that 
however specious in theory, it cannot be car- 
ried fairly into practice without too strict and 
troublesome an inquisition into the private con- 
cerns of individuals. 

The provision for ascertaining the income of 
the landed proprietors seems sufficiently fair ; 
"but the rule for calculating the farmer’s in- 
come at from one-half to three-fourths of his 
rent, must frequently give false results. In the 
property tax of 1 803 , this regulation was surely 
altered for the worse, when in E»gland ( the pro- 
portion was, in all cases, raised to three-fourths, 
and in Scotland fixed at one-half. But though 
the rent which a farmer pays, bears, no doubt, 
some proportion to his profit, this proportion is 
apt to vary, according to circumstances ; and, 
as there are high and low rents, a tax which 
takes away a large portion of the* farmer’s profit, 
on any theoretical proportion of profit to rent, 
must frequently lead to great inequality. The' 
profit of the farmer is what remains to him after . 
paying 'the landlord’s rent. . The higher his 
rent the smaller his profit ; though, according 
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to this scheme of taxing his profits, the farmer 
who paid a high rent, and who had, therefore; 
a smaller income, would be more heavily assess- 
ed than his neighbour, with a lower rent, and a 
better income.* Among farmers, besides, there 
are some who are thriving, and some who are 
running fait to ruin — some who^ having em- 
barked in a course of hazardous cultivation, arc 
laying out their capital, uncertain of a return, 
while others, having brought the experiment to 
an issue, may be reaping the fruits of success- 
ful improvements, or paying the forfeit of their 
imprudence ; — and^’et all these cases, however 
various, are brought under the same rule, which, 
while it will no doubt favour some, must of 
necessity press too heavily on otheiss. 

The provision for a new estimate o£the farm- 
er’s profits, after the first seven years of his lease 
arc expired, has also given occasion to com- 
plaint ; and in 1810 a representation was made 
to the chancellor of the exchequer, by the 
landed ’proprietors of Scotland*, against this 
mode of assessing the profits of the tenant. 
They urged,, that in the state of agriculture in 
many parts of Scotland, it was plainly the inte- 
rest of the tenant to improve the land which he 
3icld* in lease, that the average rate of rent be- 
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ing always calculated with a view to these im- 
provements, was higher at the commencement 
of the lease than the actual produce of the land 
warranted, and that the profit of the tenant be- 
ing first taxed according to a certain proportion 
of the rent thus raised, in consequence of ex- 
pected improvements, and again taxed accord- 
ing to a new estimate, when these improve- 
ments actually took place, he was required in 
this manner to pay twice for the same income. 
The justice of this complaint was so far ad- 
mitted, that where the tenant was bound, by 
tjae express terms of his fgase, to improve at his 
own charge, and where, on This account, a 
higher rent was paid than the actual produce o.f 
the land warranted, the commissioners for as- 
sessing the tax were directed, by an act passed 
in 1810, to order an actual valuation of the 
land, and to proportion the assessment of the 
tenant, not to the rent which he paid to the 
landlord, but to the rent f^>r which the land 
could be actually let. Where the lease con- 
tained no express provision for improvement, 1 
all relief was denied. It was also provided, 
that where the tenant was allowed by the pro- 
pnetor an abatement of rent on account of 
losses, he was entitled to a proportional reduc- 
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tion«of his tax, and he was also entitled to de- 
ductions on account of accidental losses occa- 
sional Dy floods or tempests. 

It may be remarked of all those regulations 
for assessing t,he profit- of farmers, that though 
they may bear hard on the tenant during the 
currency <jf his lease, they must ultimately fall 
on the landlord. It is an established maxim, 
that in all trades the rate of profit is equal, or 
tending to an equality. If one trade yields 
extraordinary profits, it will draw capital from 
other trades, until the rate of profit is diminish- 

• ed ; and, on the other hand, if its profits are 
.alicady too mqph reduced, capital will be with- 
drawn from it* until the balance of profit is 

'restored. In so far, therefore, as the property 
tax falls with peculiar severity on capital em- 
ployed in agriculture, it will in the long run 
operate as a land tax. The farmer, before he 
takes a new lease, will calculate the property 
tax as a clear addition to the expences of culti- 
vation. He wilt on this account claim a suitable 

• 

deduction of rent ; and the peculiar disadvanta- 
> ges which this tax imposes on agriculture, will 
ultimately fall .upon the landlord, in the dimi- 
nished value of his land. 

i 
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Th&’propcrty taxes of 1 803 and of 1 805, were 
not materially different, in their provisions, from 
the first tax on income. But when the r&te of 
contribution was raised to one-tenth, various 
other important alterations we[e added. In 
bringing down the scale of contribution from 
L.60 to L.SG, and in fixing so high a propor- ^ 
tion as one-tenth for L.150, equality of taxation 
was certainly sacrificed to a desire of revenue. 
An assessment of L.15 per annum on an in- 
come of L. 150, more especially where there is 
a family to support, must enforce an abstinence 
from the most necessary, comforts, while the 
same proportion taken from „an income of 
L.15,000 per annum, will ba paid by a re- 
trenchment of the most wanton and superfluous* 
expence. These were pot the proportions of 
the first ta*x on income, which in this respect 
was more just and lenient, though there was no 
reason to complain that it pressed too lightly 
on the smaller incomes. To alter these pro- 
portions, 'therefore, for the pdrpose of throw- 
ing a greater burden on the poor and mid- 
dling classes, was certainly inconsistent with, 
fftir and equal taxation. But the rule for sub. 
jecting all ipcomes derived from property, how- 
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ever small, to a contribution of one tenth, is 
liable to still greater objections, and it has in- 
deed given rise to many cases of singular hard- 
ship ; for while the distinction between the 
revenue derived from' property, and the reve- 
nue derived from trade, has been urged to no 
harsh coy elusion against the higher incomes, 
individuals, in ir.d$t necessitous circum- 
stances, have in many cas^ been called on by 
this regulation, to contribute an equal propor- 
tion with the rich, to the service of the state. 

The abatements allowed for children by all 
former acts were qow done away ; and the 
other deductions' Were not considerable. The 
clause in favour of mechanics is so worded, 
that it seems only to exempt them, if their 
wages have never amounted, ih any week, to 
more than 30s., though the exemption should 
clearly have been granted, on a fair average of 
their yearly wages ; since a mechanic may fre- 
quently gain, for successive weeks, more than 
30s. .and not be worth more, throughout the 
year, than 20s. Upon this principle, according- 
ly,. the act is administered, no mechanic being 
, subject to the operation of this tax, unless his 
wages exceed 30s. on an average of a whole 
y^ar. 
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The 'produce of the property tax 'for 
the year ending January 1814, amounted to 
L. 14,583,286. 


6P THE PLAN PROPOSED* BY MR PITT FOR -THE REDEMPTION 
OF THE LAND TAX. 


In the year 1797, the land owners of this 
country were allowed to relieve their estates 
from the tax with which tlrey .were burden- 
ed, by paying to government an equiva- 
lent in funded property. The terms of the 
proposed exchange were, that the annua! 
amount of the tax should be valued at 20 years 
purchase, while the government annuities 
were to be taken at their market rate of 1 6 or 
17 years purchase; L.100 in the three per cents, 
being at that time worth L.50, 'and for every 
2 J per cent, of increase in their value, one year’s 
purchase was to be added to the value of the 
land tax. According to this plan, L.2. 10s. per 
annum of land tax was valued at 20 years pur- 
chase, or at L.50, which being invested in tlirce 
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j>er* cent, stock at 50, formed a nominal capital 
of L.lOO, .yielding an annuity of L.3 per annum. 
The offer on the part of government was there- 
fore to exchange an annuity of L.2. 10s. secur- 
ed on land, for an annuity of L.S payable out 
of its own revenues ; and the land tax, amount- 
ing to L.€, 000,000 per annum, being thus ex- 
changed for 20 per cent, more than its nominal 
value in funded property, the public would 
gain by the bargain an additional revenue of 
1.-400,000 per annum. 

But it is evident that an annuity of L.3 would 
never be exchanged for one of L.2. 1 Os. unless 
the security of th*e one were greatly superior to 
that of , the Other. Land affords undoubtedly 
the most' eligible species of security; and, on 
this account, an annuity secured on land is 
worth more than its nominal amount in stock. 
All taxes, too, are generally disliked, and a. 
landed proprietor might consent to redeem his 
property at some expence from the real or ima- 
ginary grievance of a public impost. It is only 
from some such motives that the land owners of 
'this country could have been induced to pur- 
chase an exemption from taxation, on the dis- 
advantageous terms offered by- government : 
niey must either have exchanged L.3 for L.S 
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•for the sake of the superior security afforded by 
land, or for the supposed advantage of freeing 
their property from the burden of a tax. The 
effect of these motives appears, .however, to 
have been overrated, since the stock transferred 
to government for the redemption of the land 
tax, amounted, ' t in 1813, only to L.24,378,804. 
The whole land tax, valued at 20 years pur- 
chase* and converted into three per cent, 
stock, at 17 years purchase, would amount to 
L. 80,000,000 ; so that, according to this ac- 
count, about three-fourths .of the tax still re- 
main to be redeemed. ‘ 

At the period when the plan of selling the 
land tax was proposed, the value of funded 
property was greatly depressed, chiefly in con- 
sequence of 'the large quantities of this species 
. of nominal capital which it was found necessary 
to create, in order to provide for the expendi- 
ture of the war ; and one principal object of the 
measure was, to restore the value of the public 
funds. By inducing the landed proprietors to 
make large purchases of stock, it was supposed 
that the, great demand for the commodity, 
which* wbuld in consequence arise, would t^e 
foll^red by a corresponding advance of pried. 
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I'Ve following considerations seem to demon- 
strate the fallacy of this expectation. 

The property known id • this country under 
the name of stock, consists of annuities, payable 
by government, and secured on the national 
revenues. The value of all annuities depends 
on the rate of interest, which is indeed the ex- 
pression of their value, an annuity of £.5 being 
worth L.166, L.125, or L.100, according as 
the rale of interest is at L.S, L .4, or L .5 per 
cent. The Iqw price of funded property, at the 
time the land tax was offered for redemption, 
was the consequence of- the great consumption 
of capital, occasioned by the war, which had 
raised the raAc of interest, and had depressed in 
proportion the value of all annuities ; and there 
Svas obviously no way of remedying this evil, 
but by replacing the capital, whiefi the war ha<J 
destroyed. The artificial demand for stock, 
which the proposed»sale of the land tax was in- 
tended to create, could have no tendency to 
raise its price - ; for supposing all the landholders 
to concur in giving elfect to this plan, the sum 
• necessary for so large a purchase of stock must 
have been previously withdrawn from the mo- 
ney market, the rate of interest must have .risen 
in consequence, and by this operation, there- 
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fore, the value of funded property must in the 
first instance have been still farther depressed. 
The sudden influx Of so many buyers into 'the 
market, would no doubt have soon restored 
its value, or have even raised it higher than be- 
fore j but the mere shifting of capital from one 
hand to another could ‘evidently produce no 
permanent effect on the value either of stock 
or of any other species of annuity, the value 
of all annuities being decided by the rate of 
interest, which depends entirely on the plenty 
or scarcity of capital; and as the proposed 
measure tended not to increase, but merely to 
transfer capital, it is clear that np rise in the 
value of the public funds could possibly result 
from such a transaction. 


Of taxes on consumption* 


Taxes on consumable articles, though some- 
what expensive in the collection, afford unques- 
tionably the most eligible mode of providing fqr 
the wants of the state, and while they are lights 
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arid imposed chiefly on luxuries, the public re- 
venue may be regarded as the voluntary offer- 
ing of the people, since those who are aggriev- 
ed by the tax may, without any serious hard- 
ship, refrain from the use of the taxed article. 
The tax, while it is inconsiderable, being also 
gradually confounded with the price, is paid 
by the consumer, without- either complaint or 
inconvenience. 

But when taxes extend from luxuries to ar- 
ticles of .'necessity or convenience, and when 
they gradually outgrow the original cost of the 
article taxed, an exemption from taxation can 
then only lye obtained by the sacrifice of neces- 
sary comfoFts, while the increasing burden can 
no longer be disguised under a rise of price. 
For the due collection of the taxes, cumberous 
establishments are also found necessary ; reve- 
nue officers are multiplied with large discre- 
tionary powers ; arid in these circumstances it 
is exceedingly difficult to protect the people 
against unnecessary vexation. 

In Great Britain, taxes on consumption have 
been long established, and they are now levied 
oh almost every article both of luxury and of 
necessary comfort, while, in respect of amount, 
they seem nearly to have reached that point at* 
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which hoadditiori of tax will produce a corre- 
sponding increase of revenue. The two great 
establishments by which the taxes on consum- 
able goods are collected in this country are, the 
Customs and Excise ; the one for levying the 
duties on the importation of foreign goods, and 
for regulating also the trade and navigation ofc 
the country; th^-other for levying the duties on 
domestic consumption. 

Of the excise, the administration is generally 
supposed to be sufficiently successful* the trade 
of smuggling having declined under the increas- 
ed temptation- arising from higher duties ; and 
a revenue of about 27 millions "being collected 
at the diminished rate of about ^ per cent. 
The urgent wants of the state have naturally 
introduced order and economy into the manage- 
ment of its revenues, and, by the retrenchment 
of unnecessary offices and emoluments, the cx- 
penccs of collection have beCh gradually reduced. 
The difference in^the expence of collection must 
not, however, be ascribed solely to improved 
management, as the rate must necessarily de- 
cline with jthe increase of the revenue. The 
first and great expence consists in setting in 
motion the cumberous machinery of taxation ; 
but these necessary arrangements once com- 
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pieced, an additional tax may be collected at a 
comparatively small additional expence. 

OT the management of the customs, Dr Smith 
has remarked, that, in point of perspicuity, it is 
much .inferior to that of the excise ; and at 
the time this remark was made, the business of 
this department was undoubtedly involved in 
much useless and laborious detail. 

The customs being in principle an ad valorem 
duty on all articles imported, it is necessary to 
ascertain, .by some simple and invariable stand- 
ard, the value of what is to be thus taxed. 
For this purpose, a list being made out of about 
.900 ai tides subject to duty, their value has been 
estimated according to their weight, bulk, or 
number ; while the commodities not thus enu- 
merated, amounting tp about ;>?X), are taxed 
according to their value, as sworn* to by the 
importer. The number of articles thus liable 
to duty was of itself a 'source of confusion, and 
the evil was increased by the carelessness with 
which.new duties were continually accumulated 
on the old, a per centage being occasionally 
• added to the original tax, while at other times 
tiie c®mmodity was estimated by a new stand- 
ard. either of bulk, weight, number, or value, 
and charged with an additional tax, without 
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any reference to those formerly imposed. The 
growing confusion was still farther augmented 
by the special appropriation of each of tnese 
duties, and by the consequent necessity of a se- 
parate calculation for each ; and .this intricacy 
necessarily gave rise to much inconvenience 
and delay, and to a certain loss of revenue, in 
consequence of the abuses which such confusion 
tended to encourage. To remedy these evils, 
Mr Pitt, in 1787, united into one all these se- 
parate duties, and the business of the custom 4 
has been since transacted with much more pre- 
cision and dispatch. Twp subsequent consoli- ' 
dations of the customhouse* duties took place 
in 1 803 and 1 809. « 

Notwithstanding this obvious improvement, 
however, the* administration of this branch of 
the national revenue is by no means freed from 
its original confusion ; and so long as the duties 
imposed are so numerous, it seems hardly possi- 
ble to introduce into its management the me- 
thod and simplicity which prevails in the .excise. 
With a view to a more improved management. 
Dr Smith proposes the obvious expedient of. 
confining the duties to fewer articles ; and such 
a ref oisSktian might be adopted with great ad- 
vantage, since of about 1200 commodities .a\- 
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eifait appears, according to a report of a Com- 
mittee of the House of Commons in J797, that 
no? more than 160 yielded, at that period, the 
yearly sum of L.1QQ0 and upwards, and the re- 
maining 1040 did not produce more than from 
L.85 ,ooo to L. 110,000 annually. To each 
of these/ however, some special regulation is 
annexed, and the laws of the ^customs are in 
consequence so numerous, that they fill six large 
folio volumes. 


i 

OP TAXES ON SPIRITUOUS LIQUORS. 

SriniTuous and fermented lkfuors form such 
convenient objects of taxation, tf&t they have 
in most countries been subjected to heavy du- 
ties in every stage of their manufacture. 

In this country a tax was first imposed on 
malt,spirils in*thc reign of Queen Anne. The 
duties were at that time divided between the 
low wines of the first, and the spirits of the se- 
• cond di si illation. 'I his mode was discontinued 
in 1 78*. when the whole duty wias charged on 
the w ash, the distiller’s stock being credited for 
von. iv. 


T 
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every 100 gallons of wash, with 20 gallons of 
spirits, one to ten over hydrometer proof. The 
collection of this duty required, of course, a 
continual and watchful survey ; in spite of 
which, however, opportunities of evasion some- 
times occurred, which were eagerly embraced 
by interested traders.- It was alleged, though 
apparently on no good ground, that those eva- 
sions were more frequent in Scotland than in 
England ; and the revenue failing in conse- 
quence, it was resolved to place the Scots dis- 
tillers under peculiar regulations. A calcula- 
tion beina u accordingly made of the quantity of' 
spirits wlpll could be annually run off from a 
still of certain dimensions, an annual tax of 30 s. 
was imposed on each gallon of the still on the 
payment of which a licence was granted to dis- 
til to any %xtent for one year. The country 
was, at the same time, divided into the lowland 
and highland districts, ia the latter of which 
lower duties were imposed ; and the distiller 
was also allowed a certain quantity of malt free 
of duty. To counterbalance these advantages, 
the highland distiller was limited in the quan- 
tity of spirits which he could annually distil 7 
and if^aP exceeded his allowance, he was sub- 
jectc$*to the malt duty on the excess, and to an 
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"aThlitional duty on the spirits. He was besides 
restricted, both for the purchase of grain and 
fc^ the sale of his produce, to his own district. 

It soon appeared that a licence, duty of 80s. 
on each gallon of the still was no equivalent 
for the former tax ; since by quickening the 
process pf distillation, such an increased quan- 
tity of spirits could be produoed for 30s. aS to 
reduce the duties greatly Under their former 
rate *. The licence duty was accordingly in- 
creased from time to time ; and in 1797, it was 
raised in the lowland district to L.54 for each 
gallon of the still ; and the highlands were at 
the same tirqe divided into two districts, in the 
one of which, nearest the lowlands, the licence 
duty was fixed at nine pounds, and in the other 
at six pounds ten shillings +. Afeout this period, 

* It was stated in evidence before the House of Com- 
mons, that by improving the form of the still, the process 
of .evaporation could he £» far accelerated as to rtfn off the 
contents in 15* 12, and even 8 minutes. 

f Tne distillers in the intermediate district had 500 bolls 
of lmtlt, duty frejf, and they were allowed to distil 1660 gaU 
0 Ions for each gallon of the si ill. This district was abolished 
fn m I Oth November 1800, being made subjecr to the du- 
# tio£ and r. gulatioiis of the lowland district. In the high- 
m hmd'iiistrict thoy were allowed 450 bolls, and to distil ac- 
cording to that proportion. For what the^ distilled r in either 
district above their allowance, a duty was payable of 4s. 4d. 
r^r gallon. 
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in addition to the licence duty, a tax of o$e 
shilling per gallon was imposed in Scotland bn 
the spirits; for the due collection of which a 
strict survey became necessary. Under this 
system the licence duty was in Scqtland raised 
to L.162, the .quantity to be annually distilled 
being limited to 202 5 gallons for each gallon of 
the still. A fanther duty has been imposed of 
9d. per gallon on the wash, and one shil- 
ling on the gallon of spirits ; all which du- 
ties will be found to amount, exclusive of the 
tax on malt used in distillation, to about 
7s. Id. of duty on the gallpn of spirits. The 
duties in England continued in t|ie mean time 
to be levied on the wash, on which they amount 
to is. 9d. per gallon ; and 100 gallons of wash 
yielding 19 gal'ions of spirits, the duty on the 
spirits amouhts to 9s. 2«d. per gallon. In sea- 
sons of scarcity, distillation from corn has been 
generally prohibited, and <at such times the law 
has allowed sugar to be substituted in its place ; 
on which a duty has been imposed in England 
of Is. 8d. on the wash, amounting to 7s. 4*d. 
per gallon on the spirit ; while in Scotland, 
the licence duty, and the duty on the wash 
and thljflpirit* amount to 5s. 3.>d. per gallon. 

A Jian has been lately proposed, and partly 
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carried into effect, for repealing all those du- 
tie's, and for taxing spirits according to one 
uniform system, both in England, Scot- 
land, and Ireland. The distinction of duties 
which at present subsists, seems indeed quite 
useless, and is besides contrary to the articles 
of the union, and to the whole spirit of that 
treaty ; for the union of two kingdoms consists 
not so much in being ruled by one parliament, 
as in an entire community of interests, which 
necessarily implies a system of uniform taxa- 
tion. 

The distinction »of duties which prevails in 
Scotland is s*till more objectionable, as, in order 
to enforce if, the respective districts into which 
the country is divided, are absolutely interdicted 
from trading with each other in the article of 
spirits. In the low country, the highland spirit 
is a 'prohibited article, which may be seized 
wherever it is found, and as it is in general re- 
quest on account of its superior qualities, the 
greatdemand*s cntirelysupplied by a contraband 
trade. There is in truth a tacit conspiracy of the 
' reason and taste of the community against the 
law which prohibits the use of what is generally 
preferred, and all the artificial terrors of excise 
are found insufficient to prevent the surplus pro- 



OF TAXATION. 


29 * 

duce of tlie highlands from reaching the natural 
market of the low country. * 

Where the produce of the soil is partly Em- 
ployed in the manufacture of spirits, a smaller 
portion will necessarily remain to the inhabi- 
tants in the shape of food ; and, as mankind can 
never multiply beyond the means of their sup- 
port, the country* which maintains extensive dis- 
tilleries, will, pn this account, possess a more li- 
mited population. In these circumstances, when 
distillation is prohibited, a quantity of food will 
be obtained for present use, which, if no part of 
the crop had ever been concerted into spirits, 
would have been employed in Supporting an in- 
crease of people. The effect, therefore, of con- 
suming grain in the distillation of spirits is to 
repress the population of the country in ordi- 
nary years; and when scarcity occurs, and when 
distillation is in consequence stopped, the whole 
produce formerly diverted* into this channel, 
may be regarded as a clear addition to the ex- 
isting supply, in the same mannfer as if it had 
been stored up in a granary for the relief of that 
particular year. And this effect is produced, 
*not by artificially restraining the progress of po- 
pulation, which it would be rash and criminal 
to attempt, but by the natural course of things ; 



OF TAXATION. 895 

thejlcgislature only interfering to secure what is 
provided and laid up in store as it .were for a 
time of need. It is only, however, by freely 
permitting distillation from grain, in ordi- 
nary years, that a fund can thus be provided for 
a season of want. 
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The funding system, or the practice of bon ow- 
ing the money required for the public service, 
and of imposing taxes for payment of the inte- 
rest only, seems an improvident device for car- 
rying on war at the expence of posterity; by 
which means the extent of the evil being foj; a 
time disguised, nations are hurried on in a 
course of prodigal expeflcc, until they are at 
length oppressed under the burden ofintolerable 
debt. Were a different policy pursued ; were 
every age to defray the expence of its own quar- 
rels, the authors of war would not be defrauded 
of their due share in its miseries'. Wars vtould 
then trench more deeply on the comforts of 
those who undertake them, and hostile stktes 
would thus be effectually admonished, by t’hcir 
mutual necessities, of the policy of peace. But 
when nations contrive to forestal the wealth and 
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nnhistry of future times, and tlms to recruit 
their exhausted strength at the expence of pos- 
leiyy, they are enabled to persist longer in the 
deadly strife, and to purchase, at a greater ex- 
pence of blopd and treasure, the ruin and dis- 
tress of such of their fellow creatures as they 
cluise to oppress and persecute, under the name 
of gneinies. t 

The facility, however, afforded by the fund- 
ing system for the raising of a revenue, is more 
apparent than ical ; since, under its operation, 
the growing interest of the public debts must 
gradually exceed alj the other expences of the 
.state. I?3' eynti acting debt without any provi- 
sion for its sriischaige, a nation will soon have 
to pay a sum for interest, which, if it had been 
raised in time, vvoitlc^ have prevented the accu- 
mulation of the principal, and vvortld thu> have 
confined taxation within the limits of actual ex- 
pcodiluio. 15 y borrowing, for example, the an- 
nual >11111 of 20 millions, and imposing taxes for 
the interest only, at the rate of five per cent., 
the comparatively small sum of one million is 
•all* that will be immediately required. This 
• small sum, however, becomes a permanent bur- 
den on the community, and every succeeding 
v*car, will, under the same system, make a simi- 
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lar addition to its debt. In 20 years, the sum 
paid for interest will equal the expenditure ; ? nd 
in this manner the system will proceed slowly 
but surely to undermine the resources of the 
state. 

Revenue is the only legitimate fund of taxa- 
tion, and no system which encroaches on capital 
will long preserve the principle of fair and equal 
contribution. Where the taxes are moderate 
and judiciously imposed, the pressure is so light 
that no great effort is made to avoid it, and, in 
these circumstances, the public revenue general- 
ly arises from duties on consumable commo- 
dities. But when the demands of a growing 
debt require an increase of the taxes on con- 
sumption, the people fall on various methods of 
evading the burden ; and, it is quickly found 
that increased taxation produces no correspond- 
ing increase of revenue. It is then that direct 
and compulsory taxes are resorted to, which be- 
ing less liable to evasion, compel economy to 
surrender its hoards, and by increasing the ob- 
jects of taxation, open a new and ample source 
of wealth to the state. 

But direct taxation, though it is a resource 
where indirect taxes fail, may be carried to such 
an excess as to require an advance, not of re- 
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venqc, but of capital, in which case the produce 
,of thj^ taxes will gradually decline. Large arrears 
will remain unpaid, which the tax-gatherer will 
try to recover by vexation and violence ; and in 
the conflict between private distress and the pu- 
blic necessities, individuals will be harrassed and 
ruined, while the produce of all the taxes on con- 
sumption will rapidly decrease. #To supply the 
deficiency, the direct taxes will not only be in- 
creased, but their collection will be enforced 
with new rigour, and the system, thus strained 
to its utmost pitch, will finally give way ; for no 
sj stem of fair and regular contribution can long 
.be suppoited by ditfict violence. lathe collec- 
tion of a^revettue which the people are able to 
pay, compulsion will never be necessary ; and 
where it is frequently used, therefore, it clearly 
deiiotcs that excess of taxation which trenches 
on capital, and which finally leads to national 
bankruptcy ; the process being much easier of 
stopping the payment of the public creditors, 
than of extoi ting by violence a large revenue 
from an impoverished people. 

• An act of bankruptcy, though it involves 
thousands in distress and ruin, strengthens a" 
Mate, by releasing it from the burden of a 
heivy debt j and when a government proc 
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a step 'farther, and resorts to plunder for sup- 
plies, it acquires, in the boundless resources of 
its subjects, the means of exertion to any extent. 
The rulers of France, after the revolution, pur- 
sued this method of providing *or the public 
wants; men, money, provisions, and warlike 
stores were put in requisition, and by thi^ de- 
termined policy they obtained the command 
of the whole produce of the countiy ; they ac- 
quired a fund which no prodigality could ex- 
haust, namely, the labour of twenty-five million* 
of people, constantly excited for their service. 
Although this system oppressed and ruined in- 
dividuals, and bore hard oil ihe .community at 
large, it could never exhaust the rcsoui ces of 
France ; as the capital destroyed by public pro- 
digality, was Quickly renewed by the economy 
and industry of individuals. 

It was imagined in this country, that the fai- 
lure oflhc French finances would form an* era 
in the fortunes of the republic, and that the rul- 
ers of France, by resorting to plunder as a re- 
source, would speedily want the means of pio- 
viding for their lavish expenditure. Plunder, 
however, is a surer source of revenue than any 
system of fair and equal contribution ; for while 
and and labour ofa country yields any return. 
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violence may always come in for its share; From 
this |und, accordingly, namely the labour and 
piopcrty of t heir subjects, the French rulers 
drew, by the easiest and the quickest process, 
whatever was^ necessary to give vigour to the 
policy of the slate. They overlooked, in the 
pressing ^emergencies of the country, the 
case and happiness of individuals ; and in 
place of waiting the slow returns of regular 
taxation, they seized what was required tor the 
public service wherever it could be found. They 
marched straight forward to their object, and 
they were surely on this* account not the less 
, likely to attain it. • • 

A public bankruptcy is to be avoided, not be- 
' cause it weakens the state, but because it is an 
act of gioss oppression and ciueky to individu- 
als. Most governments, however, have persist- 
ed in a continual excess of expenditure over re- 
venue, casting a careless account about futurity, 
provided they found the means of supplying 

their .immediate wants. 

• * 

Dr Smith, in treating of the debts of this 
coujiliy, has shewn how much the savings of 
»peae,e have fallen short of the expenditure of 
war. Hut in pursuing the contrast, we shall 
find all fouucr expence exceeded by that t 
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modern time?. During, eleven years of peace 
which succeeded the war of 1763, the public 
debts were reduced by about 10 millions; and 
at the beginning of the American war, the prin- 
cipal of the funded and unfunded debt of Bri- 
tain, amounted to about 129 millions, and the 
annual interest, which is the real debt, the prin- 
cipal .being m^de up in a great measure of fic- 
titious capital, to L.4,476,821. 

Duxing the American war, the money bor- 
rowed amounted to about 98 millions, which, 
being funded, made a nominal capital of 
114 millions, bearing an. annual interest of 
L.S, 192,614 ; so that in the year 1786, the 
funded and unfunded debt of Cheat Britain, 
including also the value of the temporary 
annuities *, amounted to about 260 millions, 
bearing an annual interest of L.9,479, 772 I . 
The public burdens were in this manna- 
doubled by this rash and* unfortunate war. . 

* Annuities to the amount of abo>it L.700,000 were 
gi anted at different periods, so as to oxpnc in the year 
1860. Other annuities were also granted for diffeient 
terms, the whole amounting, m 1786, to L.I,T7‘1."50. . 

i One per cent, interest on L. 18,986, TOO, borrowed at 
five per cent, arjd reduced in 1780 to four per cent., being 
of course deducted. 
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Iu the succeeding interval of peace, the re- 
vei.ue of the country, partly by the addition of 
new taxes, and partly by the improvement of 
the old, was found, in the year 1786, to yield 
an annual surplus of one million above the ordi- 
nary expenditure. This surplus it was resolved 
to set apart for the redemption of the debt ; and, 
in the year 1792, an addition was made to it of 
L. 200,000 per annum. The annual appropria- 
tion of these t\\ o sums, with the help of some 
expired annuities, produced, on the 5th January 
1801, the yearly sum of L.4,G04,508, applicable 
to the discharge of the annual burden of 
L.9, 479,572, the interest of the debt in the year 
1786 ; from jithich it will be perceived, that the 
debt, if Y 10 addition had been made to it, would, 
in the course of a few years, liavq been discharg- 
ed, and this even without calculating on any 
increase in the produce of the permanent taxes. 
But when it is considered how much of the pu- 
blic revenue arose, previous to the year 1793, 
from taxes oij consumable commodities, and 
*how greatly the use of such commodities has 
, since increased, even under a heavy load of ad- 
ditional taxation, it is obvious that every year 
of prosperity and peace must have produced a 
still more marked improvement in all those 
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sources of the national income : and that if the 
industry of the country had neither been ^dis- 
turbed by war nor taxation, the surplus revenue 
which would have naturally arisen from the in- 
creasing produce of the existing taxes, would 
have amply sufficed for the redemption of the 
debt. . 

9 A 

But all \ iews,of this nature Were set aside by the 
war which commenced in 1 793. This war lasted 
about nine years, being concluded by the peace of 
Amiens in 1801 ; and in February 1802, the no- 
minal capital of the funded debt of Great Britain, 
including' 22.348, 000 contracted on account of 
Ireland, amounted, according to accounts laid be- 
fore the House of Commons, to i* 596,859,61 1 ; 
the unfunded debt to L. 11,065,(377; making to- 
gether the sum of L. 607,925,28$. If we add the 
value of shovt and long annuities, (o the amount 
of L. 1,558,513, calculated at 15 years purchase, 
the debt will be increased, to L. 63l,302,’983 *, 
and the annual charge, which is the real burden, 
to L. 28,607,582. Adding intercut on exchequer 
bills in circulation on 5th January 1 802, equal to 
L. 750,000, the annual charge will amount to 
L. 24,357,582. It has been already stated, that 

* In this account, the loan to tlie Enipcior in included, 
amounting to L. 7,502,(?1J3. 
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in 1 7S0, a fund of L. 1 ,000,000 per annum, after- 
wards raised to L. 1 , 200,000, was established 
for the redemption of the national debt, which 
fund was still farther increased by the addition 
of one per c^nt. on all money borrowed subse- 
quent to the year 179S. A sinking fund of 
1 per cent., according as the rate of interest is at 
3, 4, or .■> percent., will redeem it£ principal in 47, 
41, or 37 years; and within certain periods, 
the finance system of Great Britain, after 
the establishment of this 1 per cent, sinking 
fund, would of course revolte in a perpetual 
series of loans and Redemptions, all future debt 
being in reaiijy contracted on aunuities deter- 
minable in affixed number of years. On the 1st 

<a 

February 1802, these two sinking funds had re- 
deemed stock to the amount of # L.59,588,904, 
and, bj the sale of the land tax, a 'farther sum, 
of L. 18,001,148 was transferred to the conunis- 
sioijirs for reducing* the public debt. From 
002,9^9, thciefore, we have. to deduct 
L. 77,^90,052 redeemed stock, which lea\es un- 
rede' med debt to the amount of L.5J3,7li.',931. 
The, ) eaily produce of the sinking fund, and ex- 
pired, annuities, including also the L. 1 ,*200,000, 
annually appropriated to this senscc by Parlia- 
ment, amounted, for the year ending 31st Janu- 
vol. iv. , u 
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ary 1802, to about L.5,000,000, which being de- 
ducted from the interest and charges of ' the 
public debt, leaves an annual burden of 
L. 1 9,357,582. The interest payable in 1786, 
amounted to L.9,479,572 ; so that, in the 
course of this expensive war, the public bur- 
dens were doubled, in spite of every effort to 
check the progress of debt. 

Anew war commenced in 1803, which con- 
tinued for about eleven ycais, being terminat- 
ed in 1814, when the funded debt of the coun- 
try, including L. 79, 180,250 contracted on ac- 
count of Ireland, and ’Deluding also the 
value of the long and shoit Annuities, amount- 
ed to L.993,077,907, the unfunded debt to 
L.60,968,966, making together a capital of 
L. 1,054,046,8/3, bearing an annual inteicst of 
L.4 1,41 8,7 4*5. The stock redeemed by the 
sinking fund, or ti ansi eried to government in 
lieu of the land fax redeemed, amounted, in Ja- 
nuary 1814, to L.275,568,352, which being de- 
ducted from the preceding sum, reduces the 
capital iif the funded and unfunded debt to 
L.778,478,521, bearing an annual charge of 
L.28,535,429. In 1803, at the close of the wai 
which commenced in 1793, the unredeemed debt 
of Gicat Britain amounted to L. 553, 7 12,931, 
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the yearly charge to Ll 9,357,582. The late war 
hasiin this manner added about one half* to the 
existing burdens of the country. Great part, 
however, of what was expended during the two 
last wais dbes not appear in the preceding 
account, as the practice of raising the sup- 
plies witfiin the year, i. e. of taxing the people 
for the principal of the sum walked, in place of 
the interest, which was by this time carried to 
a gieat extent, rendered it unnecessary to bor- 
row tiic whole sum required for the public ser- 
a ice. This principle was first acted upon by 
Mr l’itt in 1797, Mien he raised 4J millions 
within the year, by tripling the assessed taxes. 
A direct* tax mi income was afterwards substi- 
tuted for this measure, to which other taxes being 
added in the customs and excise, besides annual 
duties, the revenue derived from those various 
sources amounted, 'in the year ending 1814, to 
L-^3,500,000. In the course of the two last 
wars, the produce of those taxes ctmnot be es- 
>i:nat*cd at less than 200 millions, which must 
be added to the unredeemed debt of the coun- 
try,* in order to exhibit an accurate \ iew of the 
'national expenditure during this period. 

The war taxes, as they are generally tetmed, 
consisting of the tax on property, besides vari- 
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ous other duties in the customs and excise, of 
which the produce, not being mortgaged tor 
the payment of the interest due to the national 
creditors, forms a clear revenue applicable to 
the public service, were generally understood to 
be limited, as their title implies, by the duration 
of the war ; and peace being now re-established 
in Europe, it 'seems natural to expect that 
those taxes should be repealed ; but this will 
entirely depend on the state of the pub- 
lic finances, after all the expcnces of the war 
arc finally brought to account and settled. The 
necessary funds must be obtained for the sup- 
port of the civil government, and if they cannot 

* 

be procured without the war taxes, those 
taxes must be continued. To decide tin's 

V 

question, therefore, we inust consider what is 
likely to be the relative amount of the national 
expenditure and revenue, after all the establish- 
ments of the country are reduced to the scale 
of peace. 

The great proportion of the annual revenue 
of Britain being mortgaged for the interest of 
money borrowed and spent in the last and for- 
mer wars, this debt remains, of course, a perma- 
nent burden, until it be discharged ; and the 
current expcnces of the year must therefore 
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be defrayed out of the revenue which remains 
aft$r discharging the annual interest due to the 
national creditors. From the account of the 
pijblic finances, submitted to Parliament, for 
the year ending January 1814, it will be found 
that the revenue of the country for that year 
amountecl to L.62,603,325 ; the charge of the in- 
terest on the unredeemed debt £o L.29, 01 3,849 ; 
thus leaving a surplus of unencumbered re- 
\enue, amounting to L.33, 589,476 per annum. 
This revenue chiefly consists of the sums an- 
nually allotted for the redemption of the public 
debt, amounting to L. 12,883,314 of the pro- 
duce of the ptoperty tax, amounting to 14] mil- 
lions annually, and of the produce of the other 
war taxes. The act establishing the property 
tax, limits its duration to the 1st April after the 
signature of a d<*finitive treaty of peace. If 
thi> tax were repealed, therefore, the public rc- 
\eimc would be reduced to L.19, 089,4^0 ; and 
if thg policy be still persisted in of allowing the 

* T1k» sum act u illy paid in 1813, to the commissioners 
lor the i demption of the public debt, amounted to 
1 IU; fiom which, however, L 3,115,007, charge- 
able against the sinking fund, on account tf the loan and 
exchequer lulls of the past year, must b*i deducted; thus 
ltuving a balance of L. 11,590,452, to which the sinking fund 
on the Imperial and Portuguese loans, and the Irish sinking- 
fund, bem^ added, the amount i* I/. 12,8S>,311. « 
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sinking fund to accumulate till the whole debt 
is discharged, L. 12,883,81 4 must be set aphrt 
for this purpose, and the annual sum remaining 
for the expences of 'the peace establishment will 
then only amount to L.6, 206,1 62 ; which will fall 
far short of the permanent expenditure of the 
country. If we estimate the expences of the 
peace establishment at 20 millions per annum, 
a deficiency will remain in the ordinary revenue 
of 14 millions, to make up which it will be ne- 
cessary either to continue the property tax at 
the rate of lO per cent., or to apply the pro- 
duce of the sinking fund xo the current ex- 
pences of the public service. In the one case, 
the country must continue under all i*s accu- 
mulated burdens, and no relief will be obtain- 
ed until the yeaily produce of the sinking fund, 
amounting at present to L. 12,883,314, shall 
have so far increased as toryield a revenue for 
defraying the ordinary expenditure of the 
state, besides leaving a surplus for the redemp- 
tion of the I’cmaining debt. If it were to yield, 
for example, 2* millions per annum, 14 mil- 
lions might be spared for the public service, 
while the remaining 10 millions would be left 
for redeeming debt. If the produce of the sink- 
ing fund were to be at present alienated from 
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its original purpose, the country would indeed 
be relieved from the burden of the property- 
tax ; but no fund would be left for the dis- 
charge of its accumulated debt, which would 
continue, in.that case, a perpetual burden on its 
commerce and industry. It is plain, therefore, 
that unless the produce of the existing duties 
greatly increase, no relief froir^ taxation will be 
obtained in consequence of the recently conclu- 
ded peace. The prodigal expenditure of the war 
will indeed cease, and the public debts of the 
country \\ ill not, it is likely, continue to increase. 
But, if the expence^ of the peace establishment 
be estimated.at 20'niilhons, all the taxes must 
be continued at their present rate, as their 
whole pioduce will be requited, partly to pay 
the interest of the dej)t contracted during the 
last and former wars, and partly to’provide for 
the ordinary expenditure of the state. 

The policy of Britttin has hitherto been to 
take the lead in c\ery war which bps distract- 
ed the continent of' Europe. Under the bur- 
den, however, of .so heavy a debt, it will natu- 
rally become a question how fir she is so 
•deeply interested in maintaining the balance of 
continental power, and how fa 1 ,* in order to 
w.\rd off distant and uncertain dangers, it is 



OF PUBLIC DIlBTS. 


112 

prudent to encounter all the immediate and 
certain evils of protracted war. The peace of 
Europe will no doubt be continually interrupt- 
ed by the jealousy of rival states ; but it may 
be doubted whether the safety of Great Britain 
is involved in the issue of those contentions ; 
and whether, in that case, it may nrt be^ her 
wisest policy, to profit by the singular advan- 
tage of her insular situation, and relinquishing 
in future all projects of continental war, to de- 
vote her whole attention to the more pleasing 
task of her own internal improvement. 



In the observations on Paper Currency, con- - 
tained in a preceding part of tjie volume, the 
depreciation of the notes of the Bank of Eng- 
land, subsequent to the suspension of its cash 
payments, is inferred from the rise in the mar- 
ket price of bullion above its mint price, and 
from the depression, of the exchange; and the 
fact is stated, to be* placed beyond all doubt by 
the discount* which was afterwards established 

ft 

on paper when exchanged for specie *, 25s, and 
26s. in paper being the market price of a gui- 
iieJy and the one pound notes of Hie Bank of 
England being cuteqntly exchanged on the con- 
tinent, where no law prohibited the transaction, 
for 13s. 6d. This icmarkable depreciation of 
papev is ascribed to an excess of issue, as no 
other reason can be imagined adequate to pro- 
duce the effect ; for, if we suppose that the 
•supply of bank notes is not increased in propor- 
tion to the demand, how is it possible that their 
value can decline ? 
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Since the conclusion of a general peace, a 
fall has taken place in the price of bullion of 
about L.i per ounce, and the foreign exchanges 
have also become more favourable to this coun- 
try in the same proportion. These facts clear- 
ly indicate a rise in the value of bank notes, 
while it does not appear that their number has 
been reduced ; and hence it has been argued, 
that the theory which ascribed the former rise 
in the price of bullion to the depreciation of 
paper, and the depreciation of' paper to an ex- 
cess of issue, is contradicted by experience ; 
since it appears that bullion has fallen in price, 
though bank notes have net been reduced in 
number, which, it is insisted, could never have 
happened, if the increased issue of paper had 
formerly occasioned the high price of bullion. 
The former rise in the price of bullion is now 
therefore stated to be the consequence of the 
great foreign expenditure of the country ; and 
the cessation of this expenditure is maintained 
to be the causg of its decline. It is insisted that 
the great demand for bullion in this country, 
for the purpose of being sent abroad, raised its 
price, and to this local rise of price all the 
effects which followed are ascribed. But a 
rise in the price > of bullion confined to this 



country would not have affected the exchange 
of paper for bullion on the continent, where, 
according to this hypothesis, no rise of price 
had taken place. Though paper would not ex- 
change at par for specie in Britain, where the 
pride of specie had risen, it ought still to have 
exchanged at par for specie on the continent, 
where the price of specie had not risen. We 
find, however, that on the continent, the one 
pound notes of the Bank of England exchang- 
ed for 13s. 6d. ; which plainly proves that 
there was really no rise in the price of bul- 
lion, and that the apparent rise was solely oc- 
casioned by the diminished value of the note. 
This point, therefore, being clearly established, 
namely,* that the high price of bullion was oc- 
casioned by the depreciation of j>aper, the only 
question is, as to t!!e cause of tjiis deprecia- 
tion; 'and it is jlear, that no commodity can 
cither rise or fallen value, except in conse- 
quence of an increased demand, or of a dimi- 
nished supply. The former fall ifTthe value of 
‘bank notes was occasioned by an increase in 
the supply, without any coi responding increase 
m the demand ; and as it does not appear that 
for some time past the supply has been dimi- 
nished, the late rise of value must have been 
occasioned by an increased demand. The 



causes which maj have produced an increased 
demand, we cannot so exactly ascertain ; but 
it is likely that the late peace may have occa- 
sioned a demand tor an increased supply of 
currency. The commerce of this country has 
lor some years past been contracted within a 
narrow circle by violence and war ; it has been 
suddenly released from its fetters ; and ifiay 
not its sudden * expansion have opened new 
channels for the circulation of bank notes ? 

Since the continent of Europe has been open- 
ed to lhitish commerce, an immense quantity 
of produce ha>> also been exported ; the balance 
of trade and the ical exchange Tnust conse- 
quently be entirely in favour of this country j 
and this decidedly favourable exchange must no 
doubt have concurred with other causes in the 

i 

late rise whjph has taken place in the value of 
the lhitish curiency. It mpy be icmarhcd, 
however, that the convertibility of paper into 
specie, at the will of the holder, is still the only 
principle byVhich its value can be permanently 
becured ; for though bank notes were even to 
lise to par, the public have no cutainty that 
they may not be again issued in excess, and 
consequently depreciated, so long as the bank 
have the piivilegc of refusing specie at discre- 
tion. 
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To the Rigty Honourable the Lords Commissioners of his Majesty's 
Treasurj . 


MAY IT PLEASE YOUR LORDSHIPS, 

lx obedience to ^our Lordships’ order of reference of Au- 
gust 12th, that J t should lay before your Lordships a state 
©f the gold^and silver coins of this kingdom in weight and 
fineness, and the value of gold in proportion to silver, 
with my observations and opinion, and what method may 
be best for preventing the melting down of\he silver coin ; 
1 humbly represent, thetf^pound weight troy of gold, eleven 
ounces fine, and one ounct^ allay, is cut into 44 J guineas. 
And a pound weight of silver, eleven ounces, two penny 
weight fine, and eighteen penny weight allay, is cut into 62 
shillings ; and according to this rate, a pound weight of 
fine gold is worth fifteen pounds weight, six ounces, seven- 
teen penny weight and five grains of fine silver, reckon- 
ing a guinea at L. 3. Is. 6d. in silver money. But silver 
in bullion exportable is usually worth 2d. or 3d. per ounce 
jmor^j than in coin ; afjd if at a medium* such bullion of 
standard allaybe valued at 5s.4Jd.per ounce, a pound weight 
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of fine gold will be worth but 14lbs. lloz. 12dwt, Pgr. of fine 
silver in bullion ; and at this rate a guinea is worth but so 
much silver as would make 20s. 8d. When ships as© lad- 
ing for the East Indies, the demand of silver for exporta- 
tion raises the price to 5s. fid. or 5s. 8d. per ounce, or 
above; but I consider not those extraordinary case?. 

A Spanish pistole was coined for 32 reaus, or foul* pieces 
of eight reaus, usually called pieces of eight, and is of 
equal allay, and the sixteenth part of the weight thereof. 
And a doppio moe^ia of Portugal was coined for ten cru- 
sados of silver, and is of equal allay, and the sixteenth patf 
of the weight thereof. Gold is therefore in Spain and 
Portugal of sixteen times more value than silver of equal 
weight and allay, according to the standard of those king- 
doms. At which rate a guinea is worth 22s. Id. ; but this 
higher price keeps their gold atl-ome in good plenty, and 
carries away the Spanish silver into all. Europe ; so that 
at home they make their payments iij gold, and will not 
pay in silver without a premium. Upon the coming in of 
a plate-lleet the premium ceases, or is but small ; but as 
their silver goes away and becomes scarce, the premium 
increases, and is mot t commonly about six per cent., which 
being abated, a guinea becomes wftrth about 20s. 9d. in 
Sp ain and Portugal. * 

In France, a pound weight of fine gold is reckoned 
worth fifteen pounds weight of fine silver. In raising or fal- 
ling their money, their kings edicts have sometimes varied 
a little from this proportion in excess or defect ; but the 
variations have been so little, that I do not here consider 
them. By the edict of May 1709, a new pistole w?o 
coined for four new Louises, and is of equal allay, and the 
fifteenth part of the weight thereof, except the errors of 
their mints ; and by the same edict, fine gold is valued at 
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fifteen times its weight of fine silver ; and a.t this rate a 
guinea is worth 20s* 8Jd t I consider not here the confu- 
sion made in the monies in France by frequent edicts to 
send them to the mint, and give the king a tax out of 
them ; I consider only the value of gold and silver in pro- 
portion to one another - 

The ducats of Holland, and Hungary, and the Empire, 
were lately current in Holland among the common people, 
in their markets and ordinary affairs, at five guilders in 
specie, and five styvers, and pomqjonly changed for so 
much silver monies in three-guilder pieces and guilder 
pieces, as guineas are with us for 21s. <>d. sterling; at 
which rate a guinea is worth 20s. 7Jd. 

According to the rates of gold to silver in Italy, Ger- 
many, Poland, Denmark, aud Sweden, a guinea is worth 
about 20s. and 7d. 6d* 5d. or 4d., for the proportion va- 
ries a little witjiin tin? several governments in those coun- 
tries. In Sweden, gold is lowest in proportion to silver, 
and thus "hath made that kingdom, which formerly was 
content with copper money, abound of late with silvei, 
scut thither (I suspect) for naval stores. 

In the end of King William's reign, and the first year 
of the late queen, wht*n foreign coins abounded in England, 
I caused a great many of them to be assayed in the mint, 
and found by the assays, that fine gold was to fine silver 
in Spain, Portugal, France, Holland, Itstfy, Germany, and 
the Northern kingdoms, in the proportions above men- 
tioned, errors of the mints excepted. 

• In China and Japan, one pound weight of fine gold is 
worth but nine or ten pounds weight of fine silver; and 
in East India it may be worth twelve;^ and this low price 
of* gold in proportion to silver carries away the silver from 
all Europe. 
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So then, by the epurse of trade and exchange between 
nation and nation in all Europe, fine gold is to fine silver 
as 14$, or 15 to one ; and a guinea, at the same rat#, is 
worth between 20s. 5d. and 20s. 8jd. except in extraordl* 
nary cases, as when a plate-fleet is just arrived in Spain, 
or ships aie lading here for the East Indies, which case? I 
do not here consider. And it appears by experience, as 
well as by leason, that silver flows from those places when 
its value is lowest in proportion to gold, as from Spain to 
all Europe, and frontal 1 Europe to the East Indies, Cfiioa, 
and Japan ; and that gold is most plentiful in those places 
in which its value is highest in propoition to silver, as in 
Spain and England. 

It is the demand for exportation which hath raised tin 
price of exportable silver about 2d. or 3d. in the ounce 
above that of silver in coin, and Jiath thereby created a 
temptation to export or melt down the sillier coin, rather 
than give 2d. or 3d more for foreign silver ; and the de- 
mand for expoitation arises from the higher price of silver 
in other places than in England m proportion to gold, 
that is, fiom the higher price o»f gold in England than in 
othei plates in proportion to silver, anil thertfoie may be 
diminish'd by lowering the value of gold in pioportion to 
silver. If gold in England, or sUver in East India, could 
be brought down so low as to bear the same propoition to 
one anotlin in both places, there would be here no greater 
demand for sil\ er than for gold to be exported to India. 
And if gold were loweied only so as to have the same pio- 
portion to the silver money in England which it hath to 
silver m the rest of Europe, there would be no temptation 
to export silver rather than gold to any other part of Eu- 
rope. And to compass this last, there seems nothing more 
requisite than to take off about lOd. or 12d. from the gui- 
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woa, so that gold may bear the same proportion to the sil- 
ver money in England which it ought to do by the course 
of H*ade and exchange^ in Europe. But if only 6d. were 
taken off at present, it would diminish the temptation to 
export or melt down the silver coin, and by the effects 
would show hereafter, better than can appear at present* 
what further reduction would be most convenient for the 
public. ^ 

In the last year of King William, the dollars of Scotland, 
worth about 4s. 6jd. were put away*in the north of Eng- 
land for os. and at this price began to flow in upon us. , 
I gave notice thereof to the Lords Commissioners of the 
Treasury, and they ordered the collectors of taxes to for- 
bear taking them, and thereby put a stop to the mischief. 

At the same time the Louis d’ors of France, which were 
worth but 17s. 0]d, a* piece; passed in England at 17s. 
(id. I gave notice thereof to the Lords Commissioners 
of the Treasury, and his late majesty put out a proclama- 
tion that they should go but at 17s. and thereupon they 
came to the mint, and fourteen hundred thousand pounds 
we^e coined out of them* And if the advantage of 5\d. 
in a Louis d’or sufficed at the time to bring into Eng- 
land so great a quantity of French money, and the ad- 
vantages of three farthirigs in a Louis d’or to bring it to 
the mint, the advantage of 9^d. in a guinea, or above, 
may have been jyifficient to bring in the great quantity of 
gold which hath been coined in these last 15 years, with- 
out any foreign silver. 

. Some years ago the For tu gal Moeders were received 

* in the West of England at 28s. a piece; upon notice from 
the mint that they were wortli only about 27s. 7d. the 
Lords Commissioners of the Treasury ordered their re-^ 
reivers of taxes to take them al no more than 27s. 6d 
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Afterwards many gentlemen in th0 west sent up to the 
Treasury a petition that the receivers might take them 
again at 28s., and ptomised to get returns for this mUftiey 
at that rate, alleging that when they went at 28s, their 
country w as full of gold, which they wanted very much. 
But the Commissioners of the Treasury, considering that 
at 28s. the nation would lose 5d. a piece, i ejected 
the petition. And if an advantage to the merchant of 
od. in 28s. did pour that money in upon us, much utiore 
hath an advantage fj the merchant of 9Jd. in a guinea, 
or above, been able to bring into the mint great quanti- 
ties of gold without any foreign silver, and may be able 
to do it still, till the cause be removed. * 

*If things be let alone till silver money be a little 
scarcer, the gold wdl fall of itself For people are al- 
ready backward to give silver fidfr gold, and will in a 
little time refuse to make payments in Silver without a 
premium, as they do in Spain; and this premium will 
be an abatement in the value of the gold. And so the 
question is, whether gold shall be lowered by the go- 
vernment, Or lg* alone till it falls of itself by the want 
of silver money. 

It may be said that there are great quantities of silver 
m plate, and if the plate were dbined there would be # no 
want of silver money : But I reckon that silver is safer 
horn eXpoitation in the foim of plate, <han in thc^form 
of money, because of the greater value of the silver, and 
fashion together And therefoie I am not for coining 
the plate till the temptation to export the silver mdney 
(which is a profit of 2d. or 3d. an ounce) be diminiriied^ 
for as often as men arc necessitated to send away money 
for answering debts abroad, there will be a temptation 
to send away silver rather than gold, because of the pro- 
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fit, which is almost 4? per cent., and for the same reason 
foreigners will choose to send hither their gold, rather 
lhanstheir silver* 

All which is most humbly submitted to your 
Lordships 1 wisdom, 

* Mint Office, September 21, 1717. 

(Signed) Isaac Newton, 
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NOTE [B.] 


Coinage of Mexico from 1733 to 1792 inclusive, extracted from a Wo»lc 
entitled “ Mercimo Peruano dc Hiatorla Literatuia y Noticias publi- 
“ <a5,** publishedat Lima 1791 and 1794, vol. x. p^ 133* 


Year 

Silver * 

Gold. 

Tohl. 


Dollars, 

Dollat s. 

Value. 

1733 

20,000,793 4 

151,561 3 

10,161,356 6 

1734 

8,506,553 4 

385,275 6 

8,891,829 1 

1735 

7,887,772 0 

477,203 4 

8,309,975 4 

1736 

11,016,000 0 

748,679 2 

31,764,679 2 

1737 

8,122,132 4 

313,947 4 

8,436,080 0 

1718 

9,390,250 0 

468,273 4 

8->8, 523 4 

1739 

8,680,548 4 

310,615 4 

8,991 164 0 

1740 

9,556,040 0 

309,900 4 

9,865,910 4 

1741 

8,636,000 0 

605,661 1 

9,241,661 1 

1742 

8,177,000 0 

624,38ft, 5 

8,801,386 5 

Average 


434,050 



8,619,090 

704,208 3 

9,123,20b 3 

■ 

10,285,000 

818,907 0 

11,101,907 0 


10,327,500 

505,760 5 

10,811,260 5 

i74(» 

11,509,000 

428,149 2 

11,937,149 2 


12,002,000 

369,745 6 

12,371,745 C 


11,628,800 

327,411 4 

1J, 956,211 4 

■ 

11,853,500 

313,888 0 

12,ll7,i88 0 

1 

13,209,000 

476,234 6 

13,685 °li 6 

1751 

12,631,000 

340,234 6 ‘ 

12,971,261 6 

1752 

13,625,500 

266,560 0 

13,892,060 0 

Average 

11,566,030 

455,109 

12,021,139 

1753 

11, 5^,000 0 

452,064 0 

12*046,664 0 

1754 

11 ,594,000 0 

109,751 0 

1],90°,7j1 0 

1755 

11,9d9 150 0 

216,746 4 

12,17 1,896 4 

1736 

12,299, 500 0 

711,000 0 

1 1,030,500 0 

1757 

12,529,000 0 

5o4,b80 0 

1 1,083,880 () 

1738 

12,758,500 0 

171,337 1 

12,931 817 1 

1759 

1 1,022,000 0 

450,168 4 

13,472,163 4 

1700 

11,968,000 0 

465,464 2 

12,431, 16 4 2 < 

1761 

11,879,711 3 

679,505 6 

42,559,217 2 

1762 

10, 114, <92 4 

594,838 4 

30,709,111 0 

Aveiage 

11,971,835 

462,773 

1?, 4 14,608 


1 


; 













APPENDIX 


Coinage of Mexico, &c — Continued. 


Y&r. 

Silver. 

Gold. 

Total. 


Dollars. 

Dollars. " 

Value. 

1 763 

11,774,964 3 

859,982 4 

12i,631,947 0 

17 64 

9,792,541 7 . 

553,160 7 

10,315,702 6 

17 OS 

11,609,196 4 

778,4 28 0 

12,387,924 4 

1 706 

11,223,986 7 

524,312 0 

11,7 18,298 7 

1767 

10,455,284 4 

599,214 0 

) 1,054,498 4 

1768 

. 12, 326,499 2 

933,352 0 

13,259,851 3 

1769 

1 11,985,427 2 

497,770 0 

12,183,197 2 

1770 

13,980,816 6 

606,494 0 

14,587,310 6 

1771 

12,852,166 3 

501,266 0 # 

13.3 >3,432 3 

1772 

17,036,345 3 

1,853,410 (f 

18,889,7^5 3 

A s oragc 

1-2,303,7 53 0 

770,742 0 

13,074,494 

! 1 773 

19,005,007 2 

1,232,318 

20,237,3 25 2 

i 774 

12,938.060 1 

728,894 

13,666,954 1 

1775 

11,298,094 4 

734,100 

1 5,032,194 4 

1776 

16,518,935 5 

796,602 

17,315,537 5 

1777 

20,705,591 7 

819,214 

21,524,805 7 , 

1778 

19,911,160 

818,298 

20,729,758 0 

1779 

18,759,841 2 

675,616 | 

19,435,457 2 

1780 1 

17*006,909 0 

507,354 

17,514,263 0 

1781 

19,710,334 6 

625,608 

20,335,84 2 6 

1782 

( 

177180 388 7 

400,102 

17,580,490 7 

Average 

17,603,462 

733,800 

18,337,263 0 

1783 

23,305,799 1 

610,858 9 

23,716,657 1 

1784. 

20,492,432 1 

• 544,942 

21,037,374 1 

J785 

18,002,956 7 

572,252 

18,575,208 7 

1786 

16,808Xil4 5 

388,490 

17,257,104 5 

1787 


605,016 

16,110,340 7 

1788 

19,540,901 7 

605,464 

20,146,365 7 

1 789 

20,594,875 6 

1 535,036 

21,129,911 6 

1790 

17*435,644. 5 

628,044 

18,063,688 5 

1791 

20,140,937 0 

980,776 

21.121,713 0 

1792 

23,225,611 6 

969,430 

•24,19.>,()tl 6 

| * A 

j Average 

19,491,309 7 

644,010 

20,135,310 5 


Total Coinage in 60} ears, 854, $61, 070. 
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NOTE [C.] 

Extracts from the evidence of John Fordyce , Esq. Receiver- 
General of the Jand-Tax for Scotland ; taken upon oath , 
the 27 tk and 28th days of July 1780 , before a Committee 
of the House of Commons , appointed to inquire into the 
management of the Public Revenues. 1 

u The said exaraipant deposeth, that he is receiver-ge- 
neral of the land-tax for Scotland, and has been so since 
the year one thousand seven hundred and sixty six. 

“ That he does not receive remittances from the collec- 
tors at any fixed or stated periods ; and that for want of 
that general commercial intercourse which prevails in 
England, these remittances are as irregular in the means, 
as they are in the time of coming to his hands, sometimes 
coming in bills, and sometimes in money. * 

“ That he believes there is no premium or discount be- 
tween any part of Scotland and Edinburgh. 

“ That the mode of this examrnanf s remittance to Lon- 
don is in bills, which he purchases in Edinburgh, and 'for 
which he pays no premium ; that lie has a fixed corres- 
pondent in London, to whom he sends such bills, who 
pays the money into the exchequer, and to whom he al- 
lows a commission for transacting that business. 

» 

Mr George Rowley , Collector of Excise for Bedford Col - 
lection ; examined upon oath the 3d of October 1780 . 

“ This examinant sailh, that he has been a collector of 
excise for upward; of fifteen years ; that lie is now, and 
has been for above thirteen years, collector of Bedford 
collection ; that previous thereto, he w^s, for one year- 



APPENDIX. 


11 * 

collector of Grantham collection, and about another year 
collector for Wales Middle collection. 

“ 'Bhat his present collection extends into part of Cam- 
bridge&hire, part of Bedfordshire, part of Northampton- 
shire, and the whole of Huntingdonshire. 

u ,Tlmt he finds no difficulty whatever in remitting, and 
remits jabou! nine-tenths of his whole collection in coun- 
try bank bij^s, and other drafts upon London ; and thinks 
he could remit more if necessary, having frequent appli- 
cation from men in trade to take theij drafts. 

That the bills were formerly drawn* at twenty-eight 
and thirty days after date ; now he is ordered to take none 
longer than twenty-one days after date. 

u That he takes security from all the returners them- 
selves, and one or two sureties, being bound for a sum 
equal to the value of the bills* he takes from them ; he 
-pays no premium whatever for the bills, nor ever did in 
his present collection. 

“ That tlie Grantham colled ion was not to so large an 
amount as the Bedford one ; he found no difficulty what- 
ever in procuring bills, not* in complying with his infrac- 
tions in 1 emitting ^ithin the time limited*; that he paid 
no premium whatever for his bills, and the whole collec- 
tion Hvas remitted in country drafts, payable at one month 
after date. 

“ The collection of Wales Middle is oflfe of the smallest 
c 611 ections * whilst collector there, which is now fifteen or 
sixteen years ago, be found no difficulty in remitting, the 
Returners being glad to take the money and give bills for 
*the premium then paid, which w r as seven shillings per 
cent.; which premium, he is well informed, is now to- 
tally abolished, and the remittance punctually made ; he 
remitted the whole collection in country drafts, he be- 
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Ueves payable at one month after date, and he thinks he 
could have procured more bills if necessary . w 

Richard Pat on, Esq. Second General Accountant in the Ex- 
cise Office, examined upon oath , 1^ September 1780. 

64 This examinant saitli, that he is second general ac- 
countant of the excise. ^ 

kfi That without the limits of the bills of mortality, the 
collectors of excisecall over England, remit the duties col- 
lected by them to the commissioners, chiefly in bills, which, 
in the collection near London, are generally drawn pay- 
able at twenty-one days after date ; those more remote, 
at about one month after date ; those most remote, from 
fifty to sixty days after date, and none longer ; for the 
hoard will not permit the collected to send bills at ionger 
dates, nor will they suffer them io keep" money in their 
hands. ’ 

44 That he believes the collectors seldom find any diffi- 
culty in procuring bills in the most distant counties, and 
does not recollect one instance 0 of it, in his branch, since 
he has been a general accountant. 1 

44 That the returners of money had formerly various 
premiums for their bills, from t'Wo shillings and sixpence 
to twenty shillings per cent. ; but the commissioners 
finding the manufacturers and traders in every collec- 
tion ready to take the money collected, and to give bills 
for it, they have by degrees diminished the premium, and 
about Christmas 1778 totally abolished it."*’ 
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Mr Richard Richardson , Collector of Excise for Hertford 
(Collection) examined uponoath 9 24 th August 1780. 


“ This examinant saith, that he is collector for Hertford 
collection of excise, and that he has been so for near seven 
years, j 

“ That ttyere are returners of money who meet him at 
some of the places of collection, and give him a bill or 
bills for so much of the money as h§ chuses to let them 
have, payable twenty-one days after date, which is the 
term bills have been usually drawn at in this collection 
since he came into it. 

“ That the returner of money is some person approved 
of by him ; who gives lum a bond, with one or two sure- 
ties, to indemnify him against, any loss and expence from 
-the bills. » 


“ That no pr&nium whatever is paid by the collector to 
the returner for the bills; and that if he wanted to return 
more money than Jbe does by bills, he thinks he should 
meet with no difficulty in doing it.” 


Vhomas Ball , Collector of Excise for Bath Collection, 
examined upon oath, 3 d Oclobtr 1780. 


“ This examinant saith, that he has bden a collector of 
excise near seven years ; that he is now, and has been for 
upwards ot* five years, collector of Bath collection. 

That he receives the duties collected in money, bank 
Inotes, jand the notes of the banks of Bristol, Warminster, 
and Bath ; and that he remits the money to the commis- 
sioners of excise in London, by bills drawn at thirty days 
pfier date, which he obtains from the different clothieis, 
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or other gentlemen in the country, and the^banks at Bath ; 
about two thirds of the amount from the former, and the 
remainder from the latter. t 

“ That he has security from all the returners whose bills 
be takes, in sums from two thousand to four thousand 
pounds, according to the amount oi the bills he takes 
from them. ( 

“ That he finds no difficulty in getting hills, and could, 
as he believes, obtain them for ten tunes the amount of 
bis collection. 0 

“ That he pays no premium whatever for the bills, nci 
has be paid any since he has been in his present col- 
lection. 

“ That before he came to the Bath collection, he wns, 
for about eighteen months, collector for Dorset collection, 
the annual amount of which was, upwards of forty thou- 
sand pounds ; he found no difficulty whatever in remit- 
ting the money collected there, but the bills were diawn 
at forty days after date, and he paid a premium of two 
shillings and sixpence per cent, to the persons who fur- 
nished him with tlie bills; which premium he h,is heard 
is now totally abolished / 1 


NOTE [D] 

That the bank of England was compelled to suspend 
its cash payments, not in consequence of the demend foi 
specie occasioned by the war expenditure abroad, but in 
consequence of the demand occasioned by the alarm at 
home, appears to be satisfactorily established by the fol- 
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lowing evidence delivered by Mr Giles, governor, and Mr 
Raikes, deputy-governor, before the Secret Committee of 
thcpiouse of Lords, 4th March 1797, 

Loro President in the Chair* 

^fr Giles was examined as follows 

u Has the Bank of England lately experienced an unu- 
sual drainof cash ? — Most certainly. 

“ Are you aj^le to ascertain how far this drain was wholly, 
or in part, occasioned by demands for cal fe from different 
parts of the country ?— It was owing, in great part, to 
demands from the country ; indirectly from the country, 
but directly from the bankers in London (who are to sup- 
ply the country), upon us. 

u Whether, by the effects of this drain, the balance of 
cash remaining in yarn hands has been reduced consider- 
ably below thfy amount at which it has usually been main- 
tained ? — >The cash of the bank has of late been consider- 
ably reduced. I have known it a great deal lower ; but 
on this occasion the demands have been unparalieledly ra- 
pi<\; they have of late been progressive^ increasing, but 
in tjhe last week particularly so ; ami we had every rea- 
son* to apprehend that tlyese demands would continue, and 
even increase, 

. “ Whether such reduction had been continuing in an in- 
vreasSted proportion to the balance remaining in your hands 
up to fhc date of the minute of council (Tknsmitted to 
"you, We have generally answered this question in oil/ 
preceding answer ; but we beg leave to add, that the de- 
mands have been progressively increasing hi the course o( 
the last week, and in the last two days exceeded the de- 
pends of the four preceding days. 
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cc Whether by the effect of this reduction, if it were to 
continue in the same, or in a still further increased pro- 
portion, the Bank. «f England would be deprived of the 
means of supplying the cash which might be necessary « 
for pressing exigencies of public services Undoubted-" 
ly ; and that led us to make the commuuication wliichr we 
did to his Majesty's ministers. 

a Whether any such alteration has occurred since the 
date of the minute of council transmitted to you, as ma- 
terially to vary yoifr situation in this respqpt 
% 


17 th MarcK 1797. 

Mr Giles and Mr Raikes being attending, they wcie 
called in and examined. 

4 

“ Do you think the restriction miide by the onler in 
council of the 26th February was necessary ■ — -Certainly. 

“ Do you consider it as necessary to the inteiest of the 
bank ? — The rapid drains we had upon the bank, and the 
continuance of thenS, made us tjiink it advisable to com- 
municate to his Majesty's ministers the situation of die 
bank, that they might, m their wisdom, use such m* ans 
as they might think expedient. k 

“ When w as that communication made to the Chancel- * 
lor of the Exchequer We think the first was on Tues- 
day the 21 st February ; the drains not only continued bu* 
increased, and so rapidly the last day or two, that we 
communicated it to the Chancellor of the Exchequer on. 
Saturday, and had the honour to meet his Majesty’s mi- 
nisters on the Sunday. 

“ Were not the’drams from Tuesday the 21st of Febry- 
* ar J *° ^ ie Saturday inclusive, much greater* and more ra- 



AmNmx. 


17 


pid than they had been in the -Wfeioki o( the -preceding 
•week?—* Certainly ; they were ^hl^fei|8ed* 

“ Did you apprehend Imminent danger previaus to Tues- 
day the 21 st ? — We canned say we did. 

cs When did you first apprehend imminent danger ?— 
We ^annot say we apprehended any imminent danger, but 
from the fears of the drains continuing. Jfot wishing to 
risk the drains continuing, We submitted it to the Chan- 
cellor of the Exchequer. 

u At what time did you think it necessary to fcornmnni- 
cate these apprehensions ter the Chancellor of the Exche- 
quer ? — On Tuesday the 21st. 

“ Did you continue' to communicate these apprehensions 
in every subsequent day of that week ?— Almost every 
day. 

“ Had you not reastfh to apprehend, on Saturday the 
25thJ*that the demands in the ensuing yreek would pro- 
gressively qaCrease ? — From every communication we had 
with the public, we had great reason to apprehend it* 
The governor and deputy-governor* being withdrawn, 
wer^ again^called in and examined? « 

u V^hen did the h§nk first conceive apprehensions "from 
the diminution of specie ip* "the bank ? — (Mr Raikes.) I 
should think for about a # twelvemonth, (ilfr Giles.) I 

do not quite concur in that answer. So JTar I concur in 
the doputy-govegmr’s answer, that the apprehensions a 
twelvemonth ago were greater than they wfcQp two years 
ago. I shall concur in the deputy-governor’s answer, if 
jrou put it to llth of February 1796.*—— -Withdrew. 
Again called in. 

** When did you first communicate these'apprehensiona 
to the Chancellor 4 of the Exchequer ? — (Mar Giles.) I 
made communications long before February 1796 . — (Mr 
vol. iv. a g b m 
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Raikes.) I-liave a private minute, that on (he 8th Febru- 
ary 17f)6, in a £oftversatton between the governors of the* 
bank fcnd the Chancellor of the Exchequer* in which they 
mentioned their uneasiness about the bank's advances on 
Treasury bills^ and in which the drains of cash were spe- 
cifically mentioned for some time past* A slaterpent 
was given, by which the Chancellor of the Exchequer 
might judge of the real state of the cash in Hie'baftk. — 
(Mr Giles.) I think the jninwte I have may be an answer 
to the question : Orxthe 5th of February 1706, being in 
conversation with the Chancellor of the Exchequer about 
bank business, the Chancellor dwelt much on the necessi- 
ty of further assisting the Emperor, but promised he 
would not commit himself on that head without commu- 
nication with the bank directors. At the next Court, 
which I think was the 11th of February, when that com- 
munication was made to them, they came\o the folding 
resolution, which I was to carry to the Chancellor of the 
Exchequer:* — * Resolved , That it is the opinion of this 
4 Court, founded qpon its experience of the effect of the 
4 late imperial Ifan, tHfat if ahy further loan or advance 
4 to the Emperor, or any other foreijp l state, should*, in 
4 the present state of tilings, take place, it will, ifa all 
‘ probability, prove fatal to the? bank.' 

46 When did you communicate that resolution to the 
Chancellor of the Exchequer ? — {Mr Giles.) I believe on 
the 12th. 

44 Did the Chancellor of the Exchequer return any an- 
swer ?— He answered, that after what he had repeatedly. 
Said, he did v not see any reason for this paper being deli- 
vered to him, 't* liieh he supposed was penned in a moment 
pf alarm'’ 
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On Sunday, March 18th, Mr Raikes, Mr Darell, and 
.Mr ^osanquet, a director of the bank, Were examined. 

<c In your conferences with the Chancellor of the Exche- 
quer, and discussions with' each other, were the rapid de- 
mands made upon the bank, beyond the proportion of 
cash', in fee bank*, considered as the immediate cause of 
the necessity of the late order in council ’ In our opi- 
nion, the gfeat drains of cash made upon the bank in the 
week preceding the 26th of February, were the immediate 
causes of the order in council, .and was so Considered 
in those conferences and discussions. 

u Is it within your observation and knowledge, from 
your general correspondence and transactions as directors of 
the bank, that the discredit of the paper issued by the 
country hankers, and t|ie demand of money from the me- 
tropolis to supply tha£»paper, was # one principal cause of 
the drains meqjioned in the last answer ?— (Jfr Bwan- 
I Ifiare no scruple to say, Yes.* * 


It may be observed, that both th* governor and 
deputy-governor jifeinly distinguish between the appre- 
hensions which they entertained on account of the de- 
mand for specie occasioned by the war expenditure a- 
broad, and the demand occasioned by the alarm at home. 
They state that /or a year or two years before the bank 
suspended its payments, they were alarmeAJby the dimi- * 
nution of its specie ; but that they did not apprehend im- 
n/minent danger before Tuesday thp 21st February 1707, 
when ‘they communicated to Mr Pitt the precise amount 
of, their cash. In the following extract 'from Mr Pitfs 
evidence, it will also be observed that he makes the sams, 
distinction. 
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I m Mfirch 1797. 

Loud President id the Chair. 

4 * 

4C Mr Chancellor of the Exchequer being attending, he 
was called in and examined- ^ 

“ When c$d the directors of the bank first communicate 
to you their apprehensions of danger from a^diminution 
of specie in the bank ?— Before I proceed to answer the 
question# I beg to inform the committee, that I received 
from 'the bank confidentially, the particulars I am ac~ 
quainted with of their precise situation, and must beg to 
decline stating those particulars unless I receive their 
permission. ^With respect to the immediate question, 1 
must beg to distinguish between the apprehensions of 
danger from the particular drain of specie, which imme- 
diately produced the order of the 26th oh February, and 
apprehensions of a more general nature, nvhicl^vere ex- 
pressed to me a^earlicr periods. In consequehce of the 
great expenditure for services abroad in the year 1795, 
and particularly of \be loan to &he Emperor in that year, 
strong apprehensions were expressed by ^ the bank that the 
continuance of such a drain might be'attended with dan- 
gerous consequences to them. Xfaese apprehensions were 
paiticularly expressed (I think) in February 1796, in 
consequence of a* new loan to the Emperor being then m 
contemplation. At different periods in the course of that 
year it was represented to me that the proportion of cash 
in the bank was materially reduced, although I was not 
then informed of the precise particulars. I collected that 
some fluctuation and some further reduction ol cash took 
place at different periods in the course of the year 1 706; but, 
en the whole, 2 understood that thyt&teOf cash towards the 
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end of that year was Dot materially different from what 
it h^l been at an earlier period, (I think atjput the middle 
of the year, but I cannot state that precisely ;) and I 
also understood that the course of foreign exchange, 
w hick had become very unfavourable, particularly with 
Hamburgh in the course of the ye&r 1795, and in part of 
17JJ6, towards the end of 1796 became favourable to this 
c^ntry, and has continued so, I believe, till very nearly 
"this time. In the course of the mojth of January last, 

I received further representations from the bank of their 
uneasiness Irom the further diminution of their cash, but 
this was then attributed to the great demand from Ire- 
land, and not from foreign countries 5 and they expressed, 
great apprehension that this drain would be greatly in- 
creased by an Irish loan being negotiated here, for which, 

, at that time, application had been made. They after- 
wards expressed more urgent feppreheftsions of the dimi- 
nution of their cash in the month of February, particu- 
larly in the two weeks immediately preceding the order 
of council, and most particularly in the last of those 
weeks. I beg to^add, \hat this drairt in the month of 
February was ascrif&d, in their opinion, to drains from 
different parts of this country, in coftsequfehCe of local 
alarms. * * * t \ t] % 

64 Did the directors of the bank, from time to tlfhe, con- 
tiaue To state their apprehenridns d®? this* subject P— 1 They 
did, at difieient times, in' the course of the year 1796. 

“ yv hen did the directors state tofOU the precise balance 
>of cash in the hank ? — The time when they stated to me 
the precise amount of then- cash, and the % paiticulars of 
their situation, was, if I recollect, on Tuesday the *2 1st of 
February. * „ * 

44 Was it upon f any representation of yours, or«t your 
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request, that the directors made such communication F— * 
Finding that they were considerably alarmed frorh the 
diminution of their cash, I expressed a wish to be as fully 
informed as they thought consistent with their duty, of 
the situation of (heir affairs. 1 should add, that when 
they mode the communication, they stated that their sense 

fhe urgency of the case made them feel it incumbent 
on them to make such communication. 

“ Are the committee to consider the orcter of council of 
the2t>th of February/as a measure recommenced or approv- 
ed of by the bank ?— -The circumstances which the bank 
stated to me, produced a persuasion in my mind of the 
necessity of the measure for the public sen ice, and I be- 
lieve from all that passed, that the bank were as sensible 
of that necessity as I was, and Ihfy expressed their lea- 
dings to comply with that order ifrHcamf to them as the 
ac'i of government. But I do not consider myself as au- 
thorised to state it as originating in their recommenda- 
tion. 

“ When you say in your la^t answer that the circum- 
stances which the bank stated to you produced a persua- 

# * -F 

sion in your mind of the necessity of xhc measure, do you 
mean to confine these circumstances to such m were oom- 
municaMHo you on the 21st of February, or to include 
therein such as ntffcre communicated to you subsequent to 
that day ?— -I mean include therein, all such circum- 

stances as £S*he to my knowledge! subsequent to that day ; 
my judgment having been formed not merely on a/iew 
of their affairs as they stood on the 21st of Februar), 
but as they were affected by the further deduction of their 
cash, arsing from the rapid and progressive drain tv Web 
''continued to an unexampled amount, and almost uniform- 
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\y in an increasing proportion during the remainder of the 
wee!^ 

“ In your last answer but one, when you say the hank 
were as sensible of the necessity as yourself, do you mean 
to say, “ Necessity of the measure for public service?” — 
In ‘speaking of* what I collected to be the opinion of the 
bant, I meant the necessity for the public sendee, and 
d jj not rnfean to imply any thing respecting any opinion 
of theirs, on the necessity in any*ather view : But I wish 
to have it understood, that my viev# of the necessity of 
the measure, did not rest merely on the necessity of re- 
serving the cash then in the bank, in order that it might 
be applicable in case of exigency to pressing public 
services, but also on the conviction that the continuance 
of the same drain, even for a short time longer, would 
render the ultimate mischief both to the bank and to the 
public much more difficult *to be repaired, at the same 
time that ;t would add greatly to the embarrassment of th<^ 
public service in the interval” 
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Return to an Order, dated the 1 7th of March 1 TO 7, of the fectnet Coin 
mittee of the Bight Honourable the House of Lordw appointed to^ in- 
quire into the Cannes which produced the Order in Council of the 5e3th 
of February last ; for an Account of Remittances made, and 1 >r 
Bills drawn and accepted or^paid for the Services of the War in the 
West Indies, the Continent of Europe, the Island of Corsica, and otbci 
parts of the World, in the Four last Years ; distinguishing the Sums, * 
and Places, and the Services, with the respective dates. 


annexed Account . * 

Deduct ditto drawn in four year 
preceding the 1st January 1793 

Rills drawn on the Payttiasfdre-Ge 
neraJ, as per annexed Account 
Deduct ditto drawn in foiir year 
preceding the 1st January 1793 

Remittances made by the' Pa j mas 
ters-Geneial in the lgtst four year 
Deduct ditto made by ditto m foui 
years preceding the 1st J inuai 
1793 

Bills drawn on the Oifeee of Ordnan 
in the four last years, as per a: 
nexed Accounts . . 

Deduct Amount of BilTfc drawn 
the above period lor services whi< 
it is supposed v. ould have exist 
in time of peaer* • 

Bills dratpi on the Navy Office, 
pci annexed Ac- 
count . 1,039,568 19 

peduct ditto drawn 

in lour years pre- * « 

ceding 1st Janu- 
ary I7f3 . *32,416 13 


l. 6. Dm 

L. s. I) 

13,562,844 18 11 

140,000 0 0 

4 

V 1,4*8,84* 18 11 

• 

4. 

3,028,698 10 1 

1,0*5,003 7 1 

1,983,505 3 0 

2f5,427 11 2 

106,573 l£ 1 

16M&3 16 1 

* 

473,230 0 2 

B * 

619,941 1 4 

1 

hi 

a 

146,714 1 2 

s - 

0 


1 * , 

- 807,152 5 1 

V 
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NOTE [ E.]*— Cowf (f/Mfi. 


5 urns paid by Navy 
Bills for stores of 
foreign growth « 
o’* manufacture 
ri the 'four that 
{rears as p«y Ac- 
count, after de- 
ducting 30 per 
cent. . 2(223,053 11 1 

Deduct ditto in 
four years pre- 
ceding the 1st ^ 

January 1703, 
after deducting 

30 per cent. 546,060 7 11 


Specie sent to the Cape of Good 
Hope in 1796 

• 

Bills drawn on the Victualing Of- 
fice m the four^a&t years, as per 
annexed Account 

Deduct ditto in four years preceding 
the 1st Jaifuary 1793 


Amount of provisions and victualling 
stores supplied by the Victualling 
Office in the last four years, V 
per annexed Accotfn^ 

Deduct ditto in four year^ preceding 
the 1st January 1793 

Bill*? d rawn on and paid by the Com- 
missioners for Transports* as per 
annexed Account 

Bills drawn on and paid by the Com- 
^misAoners for sick and vnunded 
.seamen for the sci vice of prisoners 
of war, as per annexed Acqount 

Ditto by ditto for the service of sick 
and wounded seamen 

I . 

Amount of loan and adi anees to the 
Emperor .... 

Amount of Prussia subsidy 

A n$punt of Sardinian subsidy j? . 


# 

u S* 0* 


'# 


1,676,993 3 2 
5,900 0 0 


J, 31 1,9X4 3 9j 
134,629 11 «] 

* 

600,686 16 11 
173,304 17 S 


237,510 3 Q 
155,359 16 10 

-,i j 

i 

• • - i 


X. S* D. 


2,489,145 8 , 3 


1 , 177*264 1 ? 3 


4,thW\ 19 -9 


454,663 >5 0 


*0 


392,869 19 10 j 

5,510,000 0 0 
1,223,891 10 0 
500,000 <> 0 
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NOTE [KJ— -Continued* 


< 


Amount of Mims paid fflfcoreign and 
emigiant corp*, exclusive of about 
L. 4 30,000 expended for different 
foreign corpp during the if 1 resi- 
dence in Great Britain , . 
Amount of foreign secret service, de- 
ducting L. 25,000 per annum . 
Amount of neutral cargoes 
Deduct for ai tides sold, stmes de- 
hvciedinto dock-jauls, ar»d mo- 
nies repaid by Mi Claude Scott 


u 

s. fi* 

L. S. D. 



k 

3,540,252 0 ^3 

2,294,544 

1 9 

34#07p 16 (TJ 

942,008 

7 2 

% 

2,31.1, 935 0 7 





33,510,779 0 U 


N. B. Exclusive of the above, are any sums which may h.ue been 
remitted to Ireland# in consequence, of any loans made hut foi 
the sci t|ce of that counti y* * 


VCMtchalU Trectsutif Chamh’n, 
the ISth Aprty 1797. 


♦C«A«T VS I ONf 
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NOTE [G.] 

Extract from the examination of Mr Eo$anqhct f before ij\e 
Secret Committee of the House of Lords y 20 tfr March, 
1797. 

* e Was you a direct#* of the bank in 1783 ?— I was. 
u It appearing by the scale of cash in the bank in 1783 
that it was much lower than on the 26th of February 
last, can you state to the committee what measures were 
then pursued by the bank ? — I cannot answer that ques- 
tion without taking *u*tice of the very different situation 
the country was in at the two periods of 1 Tb3 and the 
beginning of IT9t. In the first period the ijrain of cash 
proceeded from the great extension of commerce which 
followed the peace, and which occasioned so consideiable 
m export of the commodities of this country* that the 
circulation Was hardly sufficient to support it. It was 
evident that if this drain could be supported for a short 
time, the influx of wealth that must follow from the re- 
turn df the amount of the exports would Amply compen- 
sate for the preceding drain, and so it turned out. The 
bank^ directors, therefore, without opening the state 'of 
their affairs t<*4he then administration, took a bold step 
of their own Authority, and refused to make the advances 
on the loan of that year ; this answered the purpose of 
making a temporary suspension in the amount of the 
draio of their specie/ The time at which they had the 
most ground of alarm was not when their cash was at the 
lowest, but about .April or May, when thty refused to 
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advance on the loan ; and although irf October their cash 
was lower than before, yet tliey hud such reason to expect 
a turn in their favour by a favourable alteration of the ex- 
changes, that they were under much less apprehensions 
than they were in the spring. It is notorious that the si- 
tuation of public affairs at the beginning of the present 
year was totally different. 

“ It is to be understood that no measures were -taken 
by the bank at that tifcne to procure cash or bullion ? — 

I do not recollect that any particular inode was adopted 
to procure cash or bullion, nor do I know how any effec- 
tual one could be adopted ; for if the exchanges (I do not 
kijow what they were at that period) would not enable in- 
dividuals to bring cash into the country, it could answer 
no purpose for the bank to attempt to do it, which would 
only make the exchanges still more unfavourable. On re** 
collection, I do not know whether some attempts were not 
made to bring*gold from Lisbon and Amsterdam at a con- 
siderable foss, but think it could not have been to a large 
amount ; certainly, when the object was only to gain 
time, it might answer to bring it in, altlkough at a loss” 

J 

» 

It may be here remarked that the extension of commerce 
to which Mr Bosanqyet ascribes the drain of specie, does 
not aocount for the fact. An extension of commerce re- 
quires, no doubt, a proportional increase of currency, 
iiut by converting bank notes into specie, .no* increase of 
currency is procured. When a disposition exists, there- 
.foru, to convert bank notes into specie, this would seem 
to imply that they were in discredit ; for paper answers 
every purpose of specie, and w hen apecie is preferred, 
therefore, it must be generally on account of its superior 
securitv. , 
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NOTE (H.) 

« Extract from the Report of the Select Committee of the 

House of Commons on the High Price of Gold Bullion. 

, * 

44 Mr Whitmore, the late governor of the bank, ex- 
pressly states, 4 The bank never force a note in circula- 
4 tion, and there will not remain a note in circula- 
4 tion more than the immediate wants of the public re- 
4 quire ; for no banker, I presume, will keep a krger 
4 stock of bank notes by him than his immediate pay- 
4 ments require, as he can at ail times procure them/ 
The reason here assigned is more particularly explained 
by Mr Whitmore, when he says, 4 The bank notes would 
4 revert to us if there was a redundancy in'*circulation, as 
4 no one would pay interest for a bank note tfiat he did 
4 not want to make use of/ Mr Whitmore further 
slates * 4 The criterion by which I judge of the eyact pro- 
4 portion to be maintained between tht 'occasions of the 
4 public, and the issues of the bant, is by avoiding as 
4 much as possible to discount wwat does not appear lo be 
4 legitimate mercantile paper/ And further, when asked. 
What measure life ^court of directors has to judge by, 
„ whether the quantity of bank notes out in circulation is 
at any time excessive P — Mr Whitmore states, that their 
measure of the ^security or abundance of bank notes, is 
‘ certainly by the greater or less application that is mrde to 
them for the discount of good paper. 

44 Mr f*earse, late deputy governor, and now governor 
of the bank, stated very distinctly his ^concurrence in 
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opinion with Mr Whitmore upon this particular point. 
I^e referred 4 to the manner in which hank notes are is- 
‘ sued, resulting from the applications made for discounts 
4 to supply the necessary want of bank notes, by which 
4 their issue in amount is so controlled that it can never 
4 amount to pn excess’ He considers 4 the amount of 
4 the bank notes in circulation as being controlled by the 
4 occasions of the public, for internal purposes,’ and that 
4 from the manner in which the issue of bank notes is 
4 controlled, the public will nevejj call for more than is 
4 absolutely necessary for their wants.’ 

44 Another director of the bank, Mr Harman, being 
ashed, If he thought that the sum total of discounts ap- 
plied for, even though the accommodation afforded should 
be on the security of good bills to safe persons, might be 
such as to produce .fume excess in the quantity of the 
bank issues tf fully* complied with ? he answered, 4 I 
4 think if \ve % discount only for solid persons, and such 
4 paper as is for real bona jich transactions, we cannot 
4 materially err.’ And he alternates states, that what 
he shoi^Jd consider as the* test of a superabundance would 
be, 4 money Eethg more plentiful in the market.’ 

* 6 It is mateiial to observe, that both Mr Whitmore 
ami Mr Pearse state tbaft 4 the bank does not comply with 
4 the whole demand upon them for discounts, and that 
4 they are never induced, by a view to their own profit, to 
f push their issues beyond what they deem^consistent with* 
4 the public interest. 

i 4 Another very important part of the evidence of these 
gentlemen upon this point, is contained in the following? 
extract ? • * 

44 Is it your opinion that the same security would exist 
against any exfc^s in the issues of the bank, if the rate 
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of the discount were reduced from L.5. to L.Hfper cent. ? 
-^-Answer, The security of an excess of issue wou/J 
be* I conceive, precisely the same . — Mr Pearse . I con- 
cur in that answer. 

“ If it were reduced to L3. per cent. ?— - Mr Whilmote. 
I conceive there would be no difference if our practice 
remained the same as now, of not forcing a note into cir- 
culation . — Mr Fearse . I concur in that answer.’’ * 


The reader will not fail to remark how much the last 
answers are at variance * with every known and acknow- 
ledged principle of trade. It is obvious that the paper of 
the bank of England answers to those who borrow it the 
purpose of capital ; and yet it is here maintained that, 
though this capital could be borrow ed at three per cent , 
there would be no greater danger of its being borrowed 
in excess than if five per cent, were paid fbr it ; so that 
in this case it appears that the high price lias no effect in 
limiting the demand.^ 


r* 


NOTE [I.] 

4 f 

The questions proposed by the Committee of the House 
6 f Commons* to the merchants and bankers who were ex-* 
amined respecting the state of the exchange, as connected 
with the high price of bullion, are exceedingly clear and 
judicious, — and the answers of the witnesses expose at 
once the fallacy ‘of* their opinions on this subject. The 
following is an abstract from the evidencf of Mr Abraham 
Goldsmid 
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1 2th March 1B10. 

Francis Horner, l^sij. in the Chair. 

44 You have stated that a guinea, or gold equal to what 
Is contained in a guinea, is worth about 25s. at Paris, that 
is a difference of L.S. IB'), upon 44 guineas and a half, so 
that gold equal in weight to what is contained in 44 gui- 
neas and fiihalf, would sell at Paris for L .55. 12s. (id, ; do 
you mean to say that the above quantity of gold would 
purchase at Paris a bill on London for L55. 12s. Gd. ?— 
Nearly so. 

46 What would a pound of gold in London cost, at what 
you have stated to be the present market price of gold in 
London, namely, L 1. 12s. per ounce?* — L.55. Is. 

44 Does it not follow, from what you have now stated, 
that the pound of gold* m London and at Paris is at pre- 
sent nearly of* the safhe value, the difference being only 
7s. Gd. p«y poufcd ? — It does. 

What lull on England could be purchased at ITara- 
buigh, avoiding to the last accounts of the course of ex- 
change, %r 100 ounces of English standard gold ? — About 
LA GO. ' h 

44 llow much English standard gold for exportation 
coukl be purchased in Loftdon lor L.4G0? — One hundred 
ounces. 

44 Then the price of gold at Hamburgh, and the price 
oC gold in London are nearly equal r — They are. # 

44 Is not the exchange at par between two countries, 
*wl\C$r a given amount of the currency of the one or the 
other will purchase an equal amount oi bullion, of a given Nr 
purity, in either? — 1 always underdoocUt«so. 

44 If 100 hundred ounces of gold, of standard purity, 

vol. iv . 
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at Hamburgh would, at the present course of exchange, 
purchase a bill upon London of 1.460., and if L.4*60 v ,iit 
London would purchase only 95 ounces of gold, of the 
same purity, would not the exchange of Hamburgh upon 
London be fh e per cent, in favour of London? — It the 
pi ice at Hamburgh was such, that the produce of 100 
ounces of gold sold there would purchase a bill' of L.400 
upon London, and that bill in London would only pur- 
diase 95 ounces of gold, then the exchange would cer- 
tainly be five per cent, in favour of England 

“ In ordinary times, wdien our gold coin is at its stan- 
dard, can the exchange be depressed lower, by the state 
of balance ol payments, than what it costs to transput 
specie or bullion? — Sometimes one way and sometimes 
the other, over and above such expenre. 

46 How much o\er ami above swh cxjience do \ou con- 
ceive '< — I have known it dillei much -as five per cent, 
either way. 4 < 

“ Can great a difference as five per cent, continue to* 
any considei d>le time ? — I have known from cae to fi\ l 
per cent, continue for thr£o or four yeaFs. t 

Hmv long did it ever continue ^ fiigti as five pt: 
cent ? — 1 Ihue known it five per cent, but \erv seldom 
and not for a long time together. 

“ You ha\o stated that the rum of L.460 would be 
produced by a hundred ounces of gold, of standard fine- 
ness, at Hnmbuigh, and that the same quantity of gold 
w r ou!d be purchased by the same sum in London, at the 
present pi ice ol foreign gold, then, is not the exchange 
of Ilambiugh upon London now at par? — No ; because 
you are paying in London L.4. 12 '. for what is intrin- 
sically woitli L.3. 17s. 10|d. accoiding to the coinag® 
' price/’ 
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This witness, it w ill be observed, states, that, accord- 
ing to the existing rate of exchange, 100 ounces of gold, 
remitted from Hamburgh to London, would pioduce 
L.400 — and that L.460 would in London purchase 100 
ounces of gold. As it thus appears that a giveii quantity 
of bullion, in Hamburgh, might be converted, by means 
of the exchange, into the same quantity of bullion in 
London, the witness was asked if the exchange w T as 
not therefore at par; and he answers, No; because you 
are paying in London L 4. 12s. * in bank paper for an 
ounce of bullion, which is only coined into L.3. l?s. 10^d. 
Now, what has this to do with tie* question? — We say 
that the exchange between Ilamlnngh and London is at 
par, because an equal quantity of bullion in Hamburgh can 
, be exchanged lor an equal quantity of bufliori in London; 
and this iswknieJi, because it lequircs a greater number of 
Lank of Bftgland notes than before to purchase the same 
quantity £>f bullion. But although tins fact tends to 
pro\e thejuiminished value pf those notes, it has evident- 
ly no ctfnnecUOT with the state ol the exchange between 
Hamburgh and Loudbn. 

Similar questions w r cre proposed to other w itnessos, and 

their answers are equally conclusive as to the i cal state 

of the exchange The following is anPoxti act trom the 

evidence of Mr (Sreffuihe, a great continental merchant: 

• » 

““ Supposing you had a pound w eight troy of gold, oC 
s the English standard, at Pans, and that you wished by 
means of that to procure a hill of exchange upon London, 
what would be the amount ol the bill ol* exchange which 
you would procure sn the present cb( umstanees ? — I find.* 
that a pound of qbld, of the British standaid, at the pic- 
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sent market price of 105 francs, and the exchange at 20 
livres, would purchase a bill of exchange of JL. 59. 8s„. 

ct At the present market price of gold in London, hov* 
touch standard gold can you purchase for L.59. 8s. ? — At 
the price of LA 12s. I find it will pun. base 13 ounces ot 
gold, within a very small fraction. 

6i Then wlmt is the difference per cent, in the quanti- 
ty of standard gold which is equivalent to ,L.59. of 
our currency, as at Paris and in London ? — ►About 8^ per 
Cent . # 

“ Suppose you had a pound w eight troy of our stan- 
dard gold at Hamburgh, and that you w ished to part 
will* it for a bill of exchange upon London, what would 
he the amount of the bill of exchange which, in the pre- 
sent circumstances, you would procurer — A* tin* Ham- 
burgh price of 101, and the exchange at 29, the amount 
of the bill purchased on London would U L 58 4s. 

4i What quantity of our standard goih, at the present 
price of LA 12»., do you purchase tor LAS. 4s * — About 
12 ounces and 13 jlwts. D 

“ Then what is the differ once per cent. Mdwoen the 
quantity of standard gold at Hamlfllrgh ~awl \n Lon- 
don, which is equivalent to L 58. 4s. sterling 2 — About 5£ 
per cent. c 

Suppose you hud a pound weight of troy, of our 
standard gold, at Amsterdam, and wished to part with U 
for a bill of exchange upon London, wirtt would he the 
amount sterling of the bill of exchange which would 
procure — At the Amsterdam price of 14{, exchange » 
31. 6. and bank agio one per cent., the amount of the bill 
on London wr/ulfl be LAB. 18-». 

u At the present price of LA 12s. what quantity of 
our standard gold do you purchase m London for 1. 58 
18s. sterling? — Twelve ounces lfi dvvts. 
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" How much is that per cent. P — Sever* per cent. 
u What, in your idea, constitutes the par of exchange 
between any two countries ? — An equality of the respec- 
tive currencies of the two countries, compared with refer- 
ence to their fineness and weight. 

46 Then, does not the difference of the exchange be- 
tween fipiy two countries > from the established par at any 
one time, consist in the different quantity of the precious 
inetui w hich is equivalent at the tw r o places to a given sum 
m the currency of either — I should think not exactly, 
as the respective market prices of gold and silver may be 
influenced by momenta! y circumstances, and not be strict- 
lv acordant with the statt of exchange/’ 


NOTE fK.] 

Extract from Mr Pitt's Sprtch on submitting to the House 
of Compton* hi# proposal »i measure for a free 'intercourse 
between GredT Britain and Inland. 

* w In treating this imqoitant question, lie would beg 
leave to recal their attention to what had been, and what 
was the relative situation of the two **oimtiies. They 
would recollect that, from the revolution to a period 
within the memory of e\ery man who heai d him, indeed 
until these very few years, the system had been that q[ 
s debarring Ireland from the enjoyment and use of her own 
resources ; to make the kingdom completely subservient 
to the interests and opulence -of this Country, without 
suffering her to shase in the bounties of nature, in the in-** 
dustry of her citizens, or making them contribute to the 

general interests and strength of the empire. This sys- 
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iem of cruel and abominable restraint had however bjon 
exploded. It was at once harsh and unjust, and it was 
as impolitic as it was oppressive ; for, how ever necessary 
it might be to the partial benefit of districts in Britain, 
it promoted not the real prosperity and strength of the 
empire. That which had been the .system counteracted 
the kindness of Providence, and suspended the industry 
and enterprise of man. — Ireland was put under such re- 
straint, that she wa? shut out from e\ery species of com- 
merce,— she was restrained from sending the produce ol 
her own soil to foreign markets, and all correspondence 
with the colonics of Britain was prohibited to her; so that 
she could not derive their commodities hut through the 
medium of Britain. This was the system whirl) had pre- 
vailed, and tliis was the state of thraldom in which that 
country had been kept ever since the resolution. Some 
relaxation of the system, indeed, took place a*’ an early 
period of the present centuiy. Somewhat n 01 c of the 
restrictive laws were abated in the reign of George II. ; 
hut it was not /intil a time nearer to our ow n d/v, and in- 
deed within the last seven years, that Hie system fi\*d been 
completely reversed/’ 


NOTE [L.] 

The following arc ihc principal Articles of the Commercial 
Treaty concluded between Great Britain and France , 26 th 
September Ylbfi. » 

Art. 1 . — It is agreed and concluded between the most 
serene „and most potent king of Great Britain, and the 
most serene and most potent the most Christian king, 
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# tlxaj there shall be a reciprocal and entirely perfect liber- 
ty of navigation and commerce between the subjects of 
each party, in all and every the kingdoms, slates, pro- 
vinces, and territories, subject to their majesties in Eu- 
rope, for all and singular kinds of goods, in those places, 
\npon the conditions, and in such mahqer and form as i> 
settled and^ adjusted in the following articles; 

Art. II.— For the *uture security of commerce and 
friendship between the subjects of their said majesties, 
and to the end that this good correspondence may be pre- 
served from all interruption and disturbance, it is con- 
cluded and agreed, that if, at any time, there should arise 
any misunderstanding, breach of Iriembhip, or rupture 
between the crowns of their majesties, which God for- 
bid! (which jupturc Jiall not be deemed to exist until 
the recalling or sendiifg home of the respective ambassa- 
dors amhminislers,) the subjects of each of tin* two par- 
ties residitg m the dominions of the other, shall have the 
privilcgt^pf remaining and continuing their trade there- 
in, without any manner pi* disturbance, so long as they 
bchaj^*]>eaceably 9 taud commit no otfence against the laws 
and ordinances ; and in case their conduct should render 
them smpectet), and the respective governments should he 
obliged to order them to remove, the term of twelve 
months shall be allowed them for lhafpurpose, in order 
that* they may Remove, with their eifects and property, 
whether entrusted to individuals, or to the* state. At the 
same time it is to be undei stood, that this favour is not to 

• 0 

be extended to those w ho shall act contrary to the esta-^ 
blislied laws. • 

'Aar. 111. — It is likewise agreed and concluded, that 
the subjects and inhabitants of the kingdoms, provinces, 
and dominions of their majesties* shall exercise 410 acts of 
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hostility or violence against each other, either by ae* or 
by land, or in rivers, streams, ports, or havens, under 
any colour or pretence whatsoever; so that the subjects 
of either patty shall receive no patent, commission, or in- 
struction for arming and acting at sea as privateers, nor 
letters of reprisal, as' they are Called, from any princes or 
states, enemies to the other party ; nor by virtue, ur un- 
der colour of Such patents, comniiT.ions, or reprisals, shall 
they disturb, or intent, or any way prejudice or damage 
the aforesaid subject^ and inhabitants of the Ling of Great 
Britain, or of the Must Christian king ; neither shall they 
arm ships in such manner as is above said, or go out to 
sea therewith. To which end, as often as it i 4 * lcquired 
by either party, strict and express prohibition- shall be ie- 
newed and published in all the terdtoiies, countries, and 
dominions of each party wheresoever, that no one shall 
in any wise use such commissions or letters of re nisa! un- 
der the severest punishment that can be inflicted an the 
transgressors, besides being liable to make full restitution 
and satisfaction to those to whom they have dony any da- 
mage; neither shall any letters of reprisaTbe bocal ter 
granted by either of the said high contracting pm ties, to 
the prejudice or detiiment of the subjects of the other, ex- 
cept only in such ease wherein justice is denied or delayed ; 
which denial or delay of justice shall not be regarded as 
verified, unless the petitions of the person, who desires th^ 
said letters of reprisd, be communicated to the minister 
residing there on the part of the prince against whose sub- 
jects they are not to be grant* d, that within the space of 
four months, on, sooner, if it be possible, lie may manifest 
the contrary, or procure the satisfaction that may be just- 
1) due. 

Aar. FI .—The subjects and inhabitants of the respect- 
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i\% dominions of the two sovereigns shall liavo liberty, 
freely and securely, without licence or passport, general 
or special, by land or by sea, or any other way, to enter 
into the kingdoms, dominions, provinces, countries, is- 
lands, cities, villages, towns, walled or unwalled, fortified 
or unfortified, ports, .or territories whatsoever, of either 
sovereign* situated in Europe, and to return from thence, 
to remain there, or to pass through the same, and therein 
to buy and purchase, as they please, all things necessary 
for their subsistence and use ; and they shall mutually be 
treated with all kindness and favour. Provided, however, 
that in all these matters they behave and conduct them- 
•'clves conformably to the liv, «■ and statutes, and live with 
each other in a fiiondly and peaceable manner, and pro- 
mo! eta reciprocal conrord by maintaining a mutual and 
good understanding. * 

Akt. V. — The subjects of each of their said majesties 
may li«\fc % b*uvc and licence to come with their ships, as also 

with the merchandizes and ' ooils on hoard the same, the 

* • 

trade ai-al importation wUcrtof are not prohibited by the 
LiW>-tff either kiflgdom, and to enter into the countries, 
dominions, cities, ports, places, mid rivers of either party* 
situated in Europe, to Resort thereto, and to remain and 
reside there, without any limitation of tune ; also to hire 
houses, or to lodge with other persons, and to buy all 
Jawii\i kinds of* merchandizes where they think fit, cither 
fiom the first maker or the seller, or in any other manner, 
w hether in the public market for the sale of merchandizes, 
or in, fairs, or wherever such merchandizes are manufac^ 
tured or sold. They may likewise d # ej*>sit and keep in 
their magazines and warehouses the merchandizes brought 
from other partes, and afterwards expose the same to sale*, 
w ithout being in any wise obliged, unless willingly and of 
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their own accord, to bring the said merchandizes to the 
marts and fairs. Neither are they to be burthened with 
any impositions or duties on account of the said freedom 
of trade, or for any other cause whatsoever, except those 
which arc to be paid for their ships and merchandizes, 
conformably to the regulations of the present treaty, or 
those to which the subjects of the two contracting parties 
shall themselves be liable. And they shall have free leave 
to remove themselves, as also their wives, children, and 
servants, together with their merchandizes, prtjperty, 
goods, or effects, whether bought or imported, wherever 
they shall think fit, out of either kingdom, by land and 
by sea, on the rivers and fresh waters, after discharging 
the usual duties ; any law, privilege, grant, immunities, 
or customs, to the contrary thereof in any wise notwith- 
standing. In matters of religion, the subjects of the two 
crowns shall enjoy perfect liberty. The) shall not be 
compelled to attend divine service, whether m tht^ church ei* 
or elsewhere; but on the contrary, they shall bi>< permit- 
ted, w ithout any molestation, fp perform the exercises of 
their religion privately in their own htuse?* and nv^heir 
own way. Liberty shall, not be refused to bury the sub- 
jects of either kingdom who die i>n the territories of each 
other, in convenient places to be* appointed for that pur- 
pose ; nor shall theVunerals or. sepulchres of the deceased be 
in any wise disturbed. The laws and statutes of each king- 
dom shall remain in full force and vigour, and shall be duly 
put in execution, w hethor they relate to commerce and na- 
vigation, or to any other right, those cases only excepted, 
concerning which it is otherwise determined in the arti- 
cles of this present treaty. 

* Art. VL — The two high contracting parties have 
$iought proper to settle the duties on certain goods and 
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• merchandizes in order to fix in variably the footing on 
which the trade thucm shall be established between the 
two nations. In < onscquence of which they have agreed 
upon the following tariff, viz. 

1. The wiijes of France, imported directly from 
France into Great Britain, shall, in *no case, pay any 
higher duties than those which the wines of Portugal now 
pay. 

The w ines of France, imported ^directly from France 
into Ireland, shall pay no higher duties than those w hich 
they now pay. 

2. The \ inegars of Fiance, instead of L.G7. 5s. Jjd. 
sterling per ton, wditeh lhe> now pay, shall not for the fu- 
tuie pay, in Great Britain, an) higher duties than L.3?. 
18^ 1 0 1 [,d sterling prr ton. 

3 Tie* b 1 aftdies of* France, instead of 9s. G ‘ u d. sterling, 
stub ft, i the tut urc pay, in Great Britain, only se\en shil- 
lings zoning per j'lllon, making four quarts, English 
nuasuie. 

.1 Oil of olives, com’mg directly from France, shall, 
for-che future, pay no higher duties than are now r paid for 
the same from the most lavonred nations. 

*5, Beer shall pay recfj)ro(ali) a duty of thirty per cent. 
ad valorem, 

§. The duties on hardware, cutlery*, cabinet ware, and 
’turnery, and also all works, both heavy and light, of irou^ 
.steel, copper, and brass, shall lie classed ; and the highest 
dyty shall not exceed ten per cent, ad valorem. 

?.• All sorts of cottons manufactured in the dominion^ 
of the two sovereigns in Europe, and^abo woollens, whe- 
ther knit or wove, including hosiery, shall pay, in both 
countries, an import duty of twelve per cent, ad valorrth; 
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all manufacture of cotton or wot I, mixed with silk ox 
ceptcd, which shall remain piohibited on b^ih suit'. 

8. Cambrics and lawns shall pay, in both countries, an 
import duly of five shillings, or six lines Tournois, per 
demi-piece of seven yards and three quarters, English 
measure; and linen made of flax or hemp, manufactured 
in the dominions of the two sovereigns in Europe, shall 
pay no higher duties, either in Gieat Britain or France, 
than linens manufactured in Holland or Flanders, import' 
ed into Great Britain, now pay. 

And linen made of flax or hemp, manufacluied in Ire- 
land or France, ^hall reciprocally pay no higher duties 
than linens manufactured in Holland, imported into Ire- 
land, now pay. 

9. Sculleiy slip.Il reciprocally pay, an import duty of fif- 
teen per cent, ad valorem. * 4 

10 Gauzes of all sorts shall reciprocally pay fen per 
cent, ad lalorcm . 

11. Millinery made up of muslin, lawn, cambric, or 
gauze of e\ cry kind, or of any other article admitted un- 
der the present tariff, shall pay reciprocally a duty ot 
twelve pei cent, ad va/onm ; and if any article shall be 
used therein, which are not specified in the tariff, they 
shall pay no higher duties llum those paid for the sam* 
articles by the most fin cured nations. 

12. Porcelain, earthen ware, and pottery, shall pay re- 
ciprocally twelve per cent, ad lalarem. 

13. Plate-glass and glass ware in general shall be qd- 


^litted on each side, paying a duty of twelve per cent, aa 
valorem. * 


His Britannic Majesty reserves the right of countervail- 
ing, by additional duties on the undermentioned merchan- 
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dizes, the internal duties actually imposed upon the ma- 
mffac lures, or the import duties which are charged on the 
raw materials ; namely, on all linens or cottons, stained 
or printed, on beer, glass ware, plate glass, and iron. 

And his Most Christian Majesty also reserves the right 
of doing tilt 1 same, with regard to the following merchan- 
dizes ; namely, cottons, iron, and beer. 

And foy the better securing the due collection of the 
duties payable ad valorem , which are specified in the 
above tariff, the said contracting parties will concert with 
each other as well the form of the declarations to be made, 
as also the proper means of preventing fraud with respect 
to the real value of the said goods and merchandizes. 

Bui, if it shall hereafter appear, that any mistakes have 
inadvertently been made in the above tariff, contrary to 
the principles on whic^i it is founded, the two sovereigns 
will concert with good faith upon the means of rectifying 
them. • 

Art. 'SI. — The duties above specified are not to be al- 
tered but by mutual consent ; and the merchandizes not 
above specified shall pay,*in the dominions of the two so- 
vereigns, the impJbrt and export duties payable in each of 
the said dominions* by the most favoured European na- 
tions at the time the present treaty bears date; and the 
s hips belonging to the subjects of the said dominions shall 
also respectively enjoy therein all the* privileges and ad* 
vantages whiclf are granted to those of the most favoured, 
European nations. 

Art. XV. — It is agreed, that ships belonging to his 
Brit^mic Majesty’s subjects, arriving in tire dominions 
bis Most Christian Majesty , from the parts of Great Bri- 
tain or Ireland, or from any other foreign port, shall not 
piy freight duty or any olhwr like duty. In the same 
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manner, French ships shall be exempted in the dominions 
of his Britannic majesty, from the duty of five shillings, 
and from every other similar duty or charge. 

Art. XVI. — It shall not be lawful for any foreign pri- 
vateers, not being subjects of either crown, who have 
commissions from any other prince or state, in enmity 
with either nation, to arm their ships in the ports of 
either of the said two kingdoms, to sell what they have 
taken, or in any other manner whatever to exchange the* 
same ; neither shall they be allowed even to purchase vic- 
tuals, except such as &ball be necessary for their ^oiiig to 
the nearest port of that prince from whom they have ob- 
tained conlmissiohs. 

Art. XX, — It shall be lawful for all the subjects of 
the king of Great Britain, and of the most Christian 
king, to sail with their ships, with perfect security and 
liberty, no distinction being made who are flu* proprietors 
of the merchandizes laden thereon, from "ny port what- 
ever, to the countries which are now, or shall b; hereafter 
at war with the king of Great Britain, or the most Chris- 
tian king. It shall" likewise be lawful for the aforesaid 
subjects to sail anb traffic with their ships p,nd merchandizes, 
with the same liberty and security, from the countries, 
ports, and places of those who qjre enemies of both, or of 
either party, without any opposition or disturbance what- 
soever, and to pass- Jirectly not only from the places of the 
enemy aforementioned to neutral places,, but also fioqi 
one place belonging to an enemy to another place belong- 
ing to an enemy, whether they be under the jurisdiction 
of the same, or of several princes. And as it has been 
' stipulated concerning ships and goods, that everything 
shall be deemed free, wjiich shall be found on board the 
ships belonging to the subjects of the respective kingdoms. 
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although the whole lading, or part thereof, should belong 
to^he enemies of their majesties, contraband goods being 
always excepted, on the stopping of which such proceed- 
ings shall be had as are conformable to the spirit of the 
following articles ; it is likewise agreed, that the same li- 
berty be extended to persons who arc on board a free 
5 hip, to the end that, although they be enemies to both, 
or to either party, they may not be taken out of such free 
ships, unless they are soldiers, actually in the service of 
the enemies, and on their voyage for the purpose of 
being employed in a military capacity, in their fleets or 
armies. 

Art. XXI. — This liberty of navigation and commerce 
<dmll extend to all kinds of merchandizes, excepting those 
only which are specified in the following article, and 
which are described upder the name of contraband. 

Art. XX LI. — U ruler this name of contraband, or pro- 
hibited goods* shall he comprehended arms, cannon, har- 
cj u elms '0.4, mortars, petards, bombs, grenades, saueisses* 
carcasses, carriages for cannon, musket-rests, bandoleers, 
gunpowder, match, saltpetre, ball, pikes, swords, bead- 
pieces, helmets, t cutlasses, halberts. Javelins, lioltsters, 
belts, horses and harness, and all other like kinds of arms 
A-ij^l warlike implements* fit for the use of troops. 

Art. XXIII. — These merchandizes which follow shall 
not be reckoned among contraband g^ods, that is to say, 
•aTT sorts of clofh, and all other manufactures of wool, llax, 
<iik, botton, or any other materials, all kinds of wearing 
’apparel, together with the articles of which they are usu- 
aTly made, gold, silver, coined or uncoined, tin, iron, lead, 
copper, brass, coals, as also wheat and barley, and anj^ 
dtlier kind of corn and pulse, tobacco, and all kinds of 
spices, salted unit smocked flesh, salted fish, cheese, and 

t 
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butter, beer, oil, wines, sugar, all sorts of salt, and of pro- 
visions which serve for sustenance and food to mankind ; 
also all kinds of cotton, cordage, cables, sails, sailcloth, 
hemp, tallow, pitch, tar ,*and rosin, anchors and any part 
©f anchors, ship masts, planks, timber of all kinds of 
trees, and all other things proper either for building or re- 
pairing ships. Nor shall any other goods whatever, 
which have not been worked into the form of any instru- 
ment, or furniture for warlike use, by land or by sen. be 
reputed contraband, much less such as have been ah eudy 
wrought and made upYor any other purpose. AH which 
things shall be deemed goods not contraband, as likewise 
all others which are not comprehended and particularly 
described in the preceding article; so that they in.iv be 
freely carried by the subjects of both kingdoms, cut. to 
places belonging to an enemy, excepting only ‘ueh 
places as are besieged, blocked up, o" 

Art. XXIV. — To tin end that all manum* of dissen- 
sions and quarrels may be avoided and pi evented on both 
sides, it is agieed, that, in case eithei of their majesties 
should be engaged in a war, the ships and vessels belong- 
ing to the subjects of the other shall he hiruished with 
sea-letters or passports, expressing the name, property, 
and bulk of the ship, as also the name and place of abode 
of the master or commander of the said ship, that it may 
appear thereby that’ the ship really and truly belongs to 
the subjects of one of the princes; which* passports shall 
be made out and granted, according to the form annexed 
to the present treaty ; they shall likewise be renewed 
every year, if the ship happens to return home within the 
'space of a year. '-It is also agreed, that such ships when 
laden are to be provided not only with passports as aboVe 
mentioned, but also with certificates containing the seve- 
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ral particulars of the cargo, the place from* whence the 
ship sailed, and whither she is bound, so that it may be, 
known whether she carries any of the prohibited or con- 
traband goods specified in the 22d article of this treaty ; 
which certificates shall be prepared by the officers of the 
place from whence the ship set sail, in the accustomed 
form. And if any one shall think fit to express in the 
said certificates the person to whom the goods belong, he 
may freely do so. 

art, XXV. — The ships belonging to the subjects and 
inhabitants of the respective kingdoms, coming to any of 
tiu- coasts of either of them, but without being willing to 
enter into port, or being entered, yet not willing to land 
their cargo's, or break bulk, shall not be obliged to give 
an account of rheir lading, unless they are suspected, upon 
feme evidence, «*i earthing prohibited goods, called contra- 
band, t<« the^nemies of cither of the two high contract* 
”'ing puitifs 

A 'it. XXVI. — In case the ships belonging to the said 
subjects and inhabitants of the respective dominions of 
their most >e r **n^ majesties, either on t$ie coast or on the 
high seas, shad meet with any men of war belonging to 
their most serene majesties, or with privateers, the said 
niton of war and privateers, for preventing any inconve- 
niences, are to remain out of canno# shot, and to send 
iU&ir boats to ^he merchant ship which may be met with, 
and shall enter her to the number of two or three men* 
indy, to whom the master or commander of such ship or 
vasM'l shall shew his passport, containing the proof of the 
property of the ship, made out accordiiig to the form an-\ 
nexed to this present treaty ; and tl« ship which shall 
have exhibited tb# same shall have liberty to continue her 
voyage, and it* shall be wholly unlawful any way to mo- 

. * 


VOL. IV. 



£0 


APPENDIX. 


lest or search her, or to chace or compel her to alter her 
course. 

Aut. XXVII. — The merchant ships belonging to the 
subjects of either of the two high contracting parties, 
which intend to go to a port at enmity with the other so- 
vereign, concerning whose voyage and the sort of goods 
on board there may be just cause of suspicion, shall be 
obliged to exhibit, as w ell on the high seas as in the ports 
and havens, not only her passports, but also her certifi- 
cates, expressing that <the goods are not of the kind which 
are contraband, as specified in the 22d article* of this 
treaty. 

Art. XXVII I.— —If, on exhibiting the above mentioned 
certificates, containing a list of the cargo, the other party 
should discover any goods of that kind which are declared 
contraband, or prohibited, by the 2£d article of this treaty, 
and which are designed for a port subject to his enemies, 
it shall be unlawful to break up or open the hatches, 
chests, casks, bales, or other vessels found on board such 
ship, or to remove even the smallest parcel of the goods, 
whether the said ship belongs Ac the subjects of the king of 
Great Britain, or of the most Christian king, unless flu* 
lading be brought on shore, in the presence of the officers 
of the court of admiralty, and an inventory made by them 
of the said goods ; nor shall it be lawful to sell, exchange, 
or alienate the same in any manner, unless after due and 
lawful process shall have been had against such prohibited 
goods, and the judges of the admiralty respectively shall, 
by sentence pronounced, have confiscated the same ; sav- 
ing always as w ell the ship itself, as the other goods found 
therein, which by this treaty are to be accounted free ? 
neither inay they be detained on pretence of their being 
mixed with prohibited goods, much less shall they bfr 
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confiscated as lawful prize ; and if, when only part of the 
cargo shall consist of contraband goods, the master of tlie 
ship shall agree, consent, and offer to deliver them to the 
captor who has discovered them, in such case, the captor 
having received those goods as lawful prize, shall forth- 
with release tlie ship, and not hinder her, by any means, 
•from prosecuting her^voyage to the place of her destina- 
tion. 

Art. XXIX.— On the contrary it is agreed, that what- 
ever shall be found to be laden by #ie subjects and inhabi- 
tants of either party, on any ship belonging to the ene- 
mies of the other, although it be not contraband goods, 
shall be confiscated in the same manner as if it belonged 
to the encmv himself; except those goods and merchan- 
dizes which were put on hoard such ship before the decla- 
ration of war # or the # goncral order for reprisals, or even 
after such declaration, if it were done within the times 
"following ; that is to say, if’ they were put on board such 
ship in any port or place within the space of two months 
after such declaration or order for* reprisals, between 
Archangel, St Pt*t cr sburgli, and the ScTlly Islands, and 
between the said islands and the city of Gibraltar; often 
weeks in the Mediterranean sea ; and of eight months in 
any other country or place in the world ; so that the goods 
of the sub jects of either prince, whether they be contraband 
(/Otherwise, wjiieh, as aforesaid, were put on board any 
ship belonging to an enemy before the wir, or after the 
declaration of the same, within the time and limits above- 
•immioned, shall no ways be liable to confiscation, but 
shall foell and truly lie restored, witling delay, to the 
proprietors demanding the same ; provided nevertheless, 
that if the said merchandizes be contraband, it shall not 
be any ways lawful to carry them afterwards to the ports 
belonging to the enemy. * v 
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NOTE [M.] 

The oppressive practices to which the monopolies 
established in India, under the government of the com- 
pany, necessarily led, may be easily conceived from the 
extensive powers possessed by the agent who was en- 
trusted with carrying them into effect. The holder 
of the opium monopoly agreed to deliver annually to 
the company a certain quantity of opium, at a given 
price, on condition of receiving a premium for any sur- 
plus, and being liable in a penalty for all deficiencies. 
It was thus clearly his interest to provide the largest pos- 
sible quantity, at the cheapest rate ; and the cultivators 
being prohibited from dealing with any other merchant, 
lie could buy their produce at his own price. In these 
circumstances, his profit consisted in taking the opimn at 
an undervalue; and, under this system, the cultivation of 
the poppy was forcibly extended, fields green with rice 
being, on some occasions, ploughed up for its reception. 

In a letter from Jonathan Dunean, resident &t Benares* 
and afterwards governor of Bombay, it is stated, that* 
shortly after the expulsion of Cossim Ali Khan, about" *uic 
year 1760, ei the gentlemen (the company's servants), 
“ turning their thoughts to the purchase of opium, there 
was so little to be had, that they were content to buy 
4< the old commodity, that had lain in the merchants 
“ houses, at no less a rate than 200 rupees ; the know- 
ledge of which high price exciting the poppy growlers 
“ to increase the growth of that article, and the cornpe- 
i‘ ^ tittttt becoming still greater, by the numerous purcha- 
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i( sers, the gentlemen sent their several separate goinas- 
^ tabs (agents) into the different districts, to make pur- 
“ chases for them, on advances which they made for, that 

purpose, and after the purchase, on the plea that the 
“ price rose too high, peons (guards) were put on the 
“ cellars, and the price thereby reduced as low as was 

* <i thought proper/’ 

These* practices were, indeed, strictly forbidden ; but 
restraints of this sort were easily overcome by the strong 
temptations which existed to abuse and tyranny ; and 
some inquiries set on foot in 17S8, by the humanity of 
Lord Cornwallis, exposed various acts of oppression* 
The * cultivator was not only compelled to raise opium, 
on pain of losing his land, but he was aLo made answer- 
able for a deficient produce, thoiigh occasioned by ad- 
\ erse reasons; and ^ie was liable, in that case, to pu- 
nishment, urjess lie could make up the quantity, which 
‘he had ny way of* doing but by paying a higher price for 
it than he could expect to receive. Various other frauds 
were practised by the contractor or his agents, such as 
.^making advance^ to the r\ r ots in a light currency, without 
any allowance, and^in using exceptionable weights ,or the 
weighing of their produce. [8ee Appendix to the Mi- 
nutes of the Trial of Warren Hastings, No. 429, con- 
taining answers of the collectors in tli£ opium districts, to 

queries of the board of revenue, 1788. Itevenue 

• 1 • ... 

* Consultation, 1781k] — In the contract entered into ut 

J788, new regulations and penalties were devised for 
checking these abuses, and, in the year 1799, the provU 
siontif opium was brought under agency, with the ftllow-^ 
aji-ce of a commission to the agent, by which plan the re- 
venue derived from it, which amounted, during the last, 
lour years of the contract, to sicca rupees 8,19,400, or 
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. L. 95,050, was raised to sicca rupees 59,80,100, or 
L. 693,700. 

Salt, which in 1764 had been declared a free com- 
modity by the court of directors, was again brought 
under monopoly in 1772, and the power, formerly ex- 
ercised, of compelling the Molungees, or salt-makers, to 
deliver to their masters a stated quantity of salt, was at 
the same time revived. This power of compelling labour 
by other means than by its just reward, was frequently 
enforced. The workmen never seem to have received any 
fair allowance for their labour ; and, being unable to live, 
their subsistence was advanced to them, and allowed gra- 
dually to accumulate into a debt, which, as they were 
wholly unable to discharge, their masters preserved against 
them as a perpetual instrument of bondage. These pre- 
tended debts w r ere sold when the salt-works came under dif- 
ferent management; and the workmen were 4 jthus transfer- 
red from one master to another, and were forced to con- 
tent themselves with whatever treatment they received. 
The monopoly of Salt was afterwards changed into an 
agency, the agent being allowed a commission on his sales 
to the company ; but the manufacturers seem to have btfen 
still as liable to oppression as before. In J 795, some in- 
quiries were made by the board of trade into the condition 
of these labourers ; K and, in a letter addressed to the go- 
vernor-general, their situation is thus described : — u WL 
“ found iw r o principal descriptions of molungees (salt-' 
“ makers) in this agency, and in Tumlook; one the 
“ Ticka, who worked upon a system of free compact ; 
“ the other the Adjoora, whp laboured under a system of 
“ coercion.” — Tho.e who were thus coerced received, ac- 
cording to a table of w r ages exhibited,* by the board of 
trade, only about half the wages of tho^e who worked 
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upon a system of free compact. [Appendix to the Se- 
cond Report of the Select Committee on the Affairs of 
the East India Company, p. 196.] — And the letter goes 
on to state^ 66 1st, That the adjoora prices, stated above, 
u are not proportioned to the ordinary rate of labour in 
44 the country*; and that a man cannot earn sufficient by 
44 them to support a family, or even himself, in health or 
v£ strength : 2d, That the adjoora molungees have not 
44 any compensations or advantages adequate to the !ow- 
44 ness of their earnings : 3d, That the agents must pos- 
' sess additional powers of considerable authority to be 
4 " able to maintain the system.'” 

The following account of the salt-workers in the twen- 
ty-four Pergunnahs (provinces), is also contained in the 
letter of the board of trade: — 44 The agent, in answer 
to our circular letter, informed us, that the produce of 
his district^ had certainly decreased. This he attri- 
A butod, in some measure, to the alteration of system, in 
relieving the people from the coercion under which they 
46 heretofore manufactured salt ; an alteration which can- 
44 not be too highly applauded. — The ag%nt stated the de- 
crease to have arisen chiefly in the Barbonny, or those 
44 Collaries that work in the woods. On the alteration of 
64 system, it was found necessary to increase the price 
44 paid to the molungees, but the any>unt of it was still 
X extremely inadequate to the actual cost of the salt ; the 
* 44 natural consequence followed, that tiue agent always* 
4 . 4 found himself obliged to make advances of additional 
“rfums, for the indispensable disbursements required for 
tin* manufacture, or the people could not procure the 
materials wherewith to prosecute frheir work. These 
44 advances have *)f late years uniformly been carried i<y 
44 the dead stock account, as irrecoverable balances due* 
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u by the molungecs. Instead of this money having been 
“ placed to the head of advances, it should have been an 
“ increase of price, for it was in fact all disbursed for the 
“ purposes of the manufacture ; consequently it could 
“ only be considered the fair cost of the salt, and should 
“ have been charged as such. The agent verified his as- 
“ sertions, by shewing, that the quantity of salt which the 
“ molungees agreed to manufacture, average about 218 
“ Maunds Amdanny, of 327 Maunds Sale Weight, of 
“ 82 S a * W t- at each Hilary, greatly exceeded, with the 
“ exception of a very few instances, the possibility of 
“ what could be made. The value of the salt short deli- 
“ vered of the quantity agreed for, became an outstand- 
“ ing balance. No excitement was held out to the mo- 
“ lungees ; for if, by excessive exertion, they should 
“ complete the quantity, the total' neat earnings to each 
man would only be six rupees for seven and a half 
“ months labour, which was about the time by was cm- 
“ ployed in the woods ; this was paid him in advance, and 
went to subsist hi* family during his absence, while he 
<c himself lived rpon the provision furnished to him by 
u the company. From this statement of the situation of 
u a molungee, it will evidently appear, that he was paid 
“ a bare subsistence ; that he not only could not bring 
“ any tiling home ^with him on his return from his toils, 
“ but would most probably be loaded with a heavy debt; 
v < on account of, the salt short' delivered of the quantity 
u agreed for.” 

It is satisfactory to learn that these grievances were 
soon afterwards redressed, the salt manufacturers being 
all placed on the same footing. An increase of comfort 
and industry seems to have been the , immediate effect 
of this change. The revenue obtained from the monopo- 
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ly of salt amounted, on an average of three years previous 
th 1812, to L. 1,300,180. 


, NOTE [N ] 

The following evidence delivered before a Committee of 
\e House of Commons in 1781, seems quite conclusive as 
to the rights and condition of the Zemindars. 

George Vansittart, Esq. who had been fifteen years in 
India, from 1761 to 1776, during which time he was in 
the council of Calcutta, and also superintended the collec- 
tions of Midnapore, states, “ That oil the frontiers of the 
provinces, particular instances have occurred, where ze- 
mindars, pressed for the payment of their balances, have 
fled the* country ; and on the appointment of a col- 
lector to demand the rents immediately from the ryots, 
many of these, as they # are in general attached to their 
zemindars, hate followed the zemindar, and made 
hostile incursions* on the remaining inhabitants; and 
that the district liasf in consequence, so far gone to 
ruin, that the government has been obliged to enter 
into a negociation with the old zfmindar, and to re- 
ceive him bafck on almost his own terms, to prevent the 
total desolation of the district.” 

Charles William Houghton Rouse, Esq. who had been 
employed at Dacca as chief of the provincial council, be- 
ing asked, ct whether, under the Mogul government, a ze^ 
*mindar was considered as a collector of revenue, and a. ser- 
vant of the stgte, or as a landholder ? informed your «om- 
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mitlec, That he is not quite certain about the first origin 
of zemindars ; but he is very certain, that ever since the 
subjection of Bengal to the Mogul government, they have 
been considered as the hereditary landholders of the coun- 
try" — After mentioning that in Bahar there were many 
Mahomedan zemindars, and that “ some have been sold 
since (after the company became possessed of the Dewan- 
nee) by order of the governor-general and council, for de- 
ficiencies of the public revenue, but that the government 
has always been very tender of coming to that extremity : 
That the districts of Cherolea and Mudodea were «old in 
1776, and the new purchaser confirmed in possession by 
an instrument of the governor, called a sunnud ; but such 
was the attachment of the inhabitants to their old zemin- 
dar, that they revolted against the new purchaser, who 
was not established in possession but by a military force m 
and a great deficiency was occasioned in the revenue of 
those districts — he afterw r ards states, That the capital 
zemindars in the Dacca provinces, and other provinces he 
is acquainted with, arp considered as men of rank ; that 
they are very muqh respected throughout the country; 
that obedience is paid to their power and influence ; and 
that the attachment of the inhabitants to their zemindar 
amounts almost to devotion : That in respect to the pow- 
ers they exercise, the patent of confirmation w'hich is 
given to every zemindar, under the authority of the Nay 
zpn, or Mogul's viceroy, and Dew an, or Mogul’s receiver- 
general, describes their functions and gives them a very 
considerable jurisdiction ; and that it was under the sancx, 
lion of that patent that the English company exercised 
' ivil and criminal jurisdiction in that country, previous to 
the institution of the supreme court of judicature ; and 
that the criminal court which they held before the acqui- 
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»ition of the Dewannee, was called the zemindary court. 
That the witness believes this system has prevailed 
throughout the Mogul empire ever since the reign of 
Akbar, very near two hundred years ago, who formed a 
system of regulations which have been much respected ever 
since. — Being, asked, whether the zemindars are looked 
.upon by the people who live under them as their natural 
hereditaiy protectors, connected with them in blood and 
manners, or a set of people acting as mere servants of go- 
vernment, who they think want # the interposition of a 
strong power to prevent their oppressions ? the witness an- 
swered, That the inhabitants are generally dissatisfied if a 
»ci vant of government is sent to supersede the power of the 
zemindar: and he does not think the zemindars in gene- 
ral incline to oppress their husbandmen, but rather to 
compromise difficulty's with them and protect them. 

That he doe * not consider zemindars as collectors of the 

* 

revenue foi government, or in any respect as servants cif 

* 

the company, but rather as hereditary proprietors, paying 
a fixed tribute to government ; tha^ they are considered 
as the natural nobility atid gentry of Jhe country ; but 
that the rules of that government give them more power 
than our constitution can give to persons of equal rank 
and property here * 

tk Being asked, w hether the son or heir of a zemindar 
vould be refused admission to the succession of the zemin- 
»*dary, by the Slogul or the officers of his government & 
Jhe said. Whilst he w*as in Bengal he made much inquiry 
iyto this subject, as being of the highest importance to 
the necurity of property, the nature of landed tenures in 
Bengal, and the equitable govern mepf of that country 
and according to % the best information he could ever derive 
from books, 09 from conversation with the most intelli- 
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gent natives, he has the strongest reason to believe, that 
zemindaries were always considered under the Mogul gb- 
ternment, except in times of anarchy and usurpation, to 
be an hereditary property, which it would have been re- 
garded as an act of tyranny in the sovereign to infringe, 
unless for default of the possessor in paying jthe stipulated 
revenue, or for rebellion, or some atrocious culpability. 
He lias teen informed that the heir of a zemindar might 
have applied to the court of justice, composed of the Caw- 
zee and Muftces, or to tjie Dewannee (revenue) officers, for 
a decision upon his title to the succession, if disputed by 
another claimant ; and that even the emperor Aurungzebc 
1 was known to purchase zemindary lands from the heredi- 
tary zemindars. In a variety of cases which he has known 
referred to Mahomedan or Hindoo lawyers, the right of a 
f son or heir to succeed to the possession of a zemindary 
has never been brought into doubt. Moreover, he bad 
seen opinions of Mahomed Reza Cawn, now Naib Subair 
of Bengal, and of the late Rajah Shitabroy, both of them 
very able men, and long versed in the affairs of the Indos- 
tan government, and the latter brought up at Delhi in the 
service of Mahomed Shalfs ministers, which say most de- 
cisively that the son of a zemindar has a right to succeed 
his father in the possession, even independently of any 
Hunnud (patent) from the government. However, it has 
been usual to obtain one from the government, in order tp 
confirm the title, of the new possessor, and to have it en- ' 
tered in the public records ; by which his authority over 
the lands is more completely established. The patent 
v likewise authorised the zemindar to superintend the inter- 
nal police of his district, and to bring justice home to the 
people, who saw it administered by men holding a perma- 
nent interest in the prosperity of the country. This was 
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the more necessary when the claimant was heir 8 in a colla- 
teral line, or in a more distant degree, to the last posses- 
sor. Upon these occasions certain fines were paid to go- 
vernment, and fees to the public officers ; this payment is 
still continued in Bengal, hut is rendered very moderate 
by the regulations of our government ; indeed, were it 
not so, the zemindars in general would not be able to pay 
it under the enhanced and unsettled rent to which their / 
lands have been subjected by the English government, and 
in some periods under that of tha revolted nabobs, who 
preceded the English ; a system which an attentive consi- 
deration of the subject lias induced him to think unjust in 
its principle, pernicious in its consequences, and not pro- 
ductive in the application. lie has seen opinions similar 
to those he has already mentioned, from the Roy Royan, 
who was tlic^chief superintending officer of the khalsa, or ' 
exchequer, of the pundit'*', or interpreters, of the ancient 
Hindoo laws, and of the' canougoos, who formerly held 
their appointment from the emperor, and had their de- 
putes in every subordinate district to**x pound the usages of 
the country (as 4 he tern? of canougoo implies), and to au- 
thenticate and record all conveyances and transfers of 
landed property. They sav that' a zemindary devplv.es 
to the son or heir of a zemindar ; and although the 
country belongs to the king, and lie *nay indeed give it to 
; Whom lie pleases, yet that it is neither conformable to 
justice nor to the custom of the country, that be should 
•join it to any other than the lawful heir, either male or 
Temule* 

“ Edward Baber, Esq. being examined, informed jour 
•committee, That lie had resided in Bengal upwards of it 
years; that heMeft it in January 1780: That he wjs in 
the company's employment, first, as resident of Midua- 
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pore* ami ^afterwards as chief at Muxadabad : That the 
collections of Cossijurah were under his direction, as 
resident of Midnapore : That the amount of the reve- 
nue actually paid by the rajah of Cossijurah was, he be- 
lieves, between L.15 and L. 20, 000 per annum : That he 
was the principal zemindar of the district : That he was 
treated by the witness with that respect that was due to 
a person of his rank and consequence : That he was con- 
sidered by the natives in general as a man of superior 
rank: That he was locked up to with respect, and treat- 
ed with deference : That he was of a high east*of Hin- 
doos, either a bramin, or a cuttery, w r hich is the next 
cast to a bramin : That he believes the zemindary has 
been a long time in his family : That he lives in a state 
of grandeur. 

w Then being asked, Whether farmers of lauds under 
the company, are considered in Bengal as in^re collectors 
of revenue would he considered in England ? he an- 
swered, That in order to ailbrd the committee a satisfac- 
tory answer to this question, it will be necessary to give 
more than a hare -negative, and \o add on explanation of 
the tenures in Bengal ; for a parallel can scarcely be 
drawn between a mere collector of revenue, which arises 
from taxes on various articles, and a proprietor or 
farmer of land, where the revenue is paid from the pro- 
duce of that land. A zemindar, and landholder in Ben- 
gal, hath a hereditary right to the district of which he is 
a kind of feudal lord ; a certain proportion of the pro- 
duce of his lands, which proportion was fixed by the 
nabob, who, to carry on the allusion, was the lord para- 
mount, was stipulated to be paid by the zemindars in 
fixed monthly payments ; this settlement was annual, and 
the sum so fixed was the revenue of government, all 
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above belonging of course to the zemindar when he 
had made his agreement with government, he had then 
to make his own with the ryots or tenants. S<m*e parts 
of his lands he might perhaps let to responsible people, 
and others he would hold in his own hands, and appoint 
his own collectors, but in both instances the zemindar 
■had a judicial authority, and to his court and cutchery ap- 
peals were made, and complaints were lodged, if either 
the farmers, or his own collectors, oppressed the tenants 
by exactions, or if there were ijtigated accounts ; on 
this judicial authority was built the foundation of that 
power which was to enable him to enforce his collections ; 
and consequently it met with every reasonable support 
from that government, which was to look to those col- 
lections for its revenue. This is a, very summary and ge- 
neral account of the fnode of settlement in the nabob's 
** # 

government,''* — Report of the Committee, p. 41 — 44. 

’ Captain Gabriel Harper, who had resided in Bengal, 
ISahur, and Orissa, from the year 1761 to 1774, was ex- 
amined by the committee ; and beir^g asked, “ whether, 
during his residence wit ft the vizier, lu ever knew of a 
zemindar being dispossessed of his zeniindary by him? 
he «aid. That he can only recollect one instance ; that 
it was for arrears of rent, and that it happened to a 
man who had been frequently in arjyar, and frequently 
pardoned, and who was notorious not only for ill payment 
of the revenue, but for his conduct towards those who* 
wore under his government. Being asked, what was hia 
naq/le of proceeding on that dismission ? said, That the 
zemihdar was summoned to attend at Fizabad, the vizier's 
CQurt ; that being unable to pay his arrears, or find securi- 
ty for the payment, he was dispossessed of his zemindary, 
and imprisoned; where he remained some time, but 
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was afterwards released at the intercession of some of the 
Gentoq officers about the court. 

<c Being asked, what he meant by imprisonment P said, 
A guard set over his person, in a place near the culchery, 
appointed for the confinement of Gentoo prisoners, 
where his own servants attended him in the same manner 
as if he had been in his own house : That he was suffered 
sometimes to sit under a tree, and to sleep under a tent 
occasionally pitched for him : That in the province of 
Oude, persons of different religions oi* casts are never con- 
fined in the same place ; ' for they are very cartful not to 
offend the customs and religions of one sect or the other, 
and it would give great offence. 

* 5 Being asked, whether it was usual in Soujali Dowlalu 
or Bulwant Sing, to raise the rents, or Jet the zemindaries 
to the highest bidder ? he said, Never. That he believed 
they would rather have lowered the rents, if an abatement 
was necessary, to a man who had been punctual in his 
former payments ; and in times of public misfortune, such 
as the want of rain? that upon proper representation being 
made, he knows Oh at part of thd balance-has been remitted. 
Being asked, if the zemindaries were considered as here- 
ditary in the families of the zemindar ? lie said, No ; it 
depended upon the will of the prince, but that he made a 
point of continuing it in the family, provided there was 
no particular objection to the next in succession. Bein'*, 
“ asked, if he knew what proportion the revenue paid by 
* the zemindars bore to their income ? he said, he could not 
r describe the proportion, but that the zemindars had always 
sufficient to maintain themselves and their families with 
| dignity and respect, correspondent to their situation.”- — 
[ Report, p. 54-, 55, 5G* * 
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The risk of error, from not, distinguishing between the 
form and the real nature of those tenures, is apparent from 
the preceding evidence. The witness states lliuf the ze- 
mindario were not hereditary, which is in direct contra- 
diction to the evidence already adduced. Uut when lie 
comes to explain, that though a new grant depended upon 
the will of the prince, it was never refused to the heir, 
provided there was no legal objection to his succession, we 
have the precise form of contain feudal tenures, in which 
the property at each succession mujt be formally surren- 
dered to the superior for a new title, Hut nb one ever 
dreamed of reasoning from this empty form against the 
hereditary transmission of feudal property. 


The proprietory rights of the zemindars are plainly 
i c v<v;ni*(>d in the following extract of a letter, from the 
y.nvenior-g^nci d and council to the directors, dated Tort 
William. Bengal, 3d November 1772. 

~ We huvi allowed a degree of weight (he observes) to 
the arguments of the zemindars and taimiLdars in favour 
of t lic it plea of rights which, by adopting the first mode 
of settlement, would doutalcs* be exposed to risk ; for as 
t iur authority given to the farmers would reduce the present 
incumbents to the level of mere pensuftiers, and greatly 
*•/.*;] k< n their chwnis as proprietors, so, in the course of a 
few long leases, thtir lights and titles mfght, from the 
de^igtTfT'of the farmers to establish themselves in tlieir 
'csffVKjs, fiie'death of the old inheritors, and tin 1 succession 
of minors, be involved in such obscurity .^hrnbi, and con- 
trovers) 1 , as to deprive them totally of tlieir inheritance 
To expose the zdlnitidars and talookdan to this risk, 
neither consistent with our notions of v piily yor with 
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your \>rders, which direct, c that we do not- by any sudden 
change, alter the constitution, nor deprive the zemindars, 
&c. of their ancient privileges and immunities . 1 

“ Another argument, drawn from the conduct naturally 
to be expected from the zemindars and talookdars, weighs 
strongly with us, and proves an objection to adopting the 
first mode. From a long continuance of the lands in their 
families, it is to be concluded they have ri vetted an autho- 
rity in the district, acquired an ascendency over the minds 
of the ryots, and ingratiated their affections. From 
causes like these, if entire deprivation were to take place, 
there could not he expected less material effects than all 
the evils of' a divided authority, prejudice to the reve- 
nue, and desertion and desolation to the lands: YV here- 
as, from continuing the lands under the management of 
those who have a natural and perpetual interest in their 
prosperity, provided their value is not of too great an 
amount, solid advantages may be expected- to accrue. 
Every consideration then Mvays us, where it can be done 
with the prospect bf the advantage before-mentioned, to 
adopt the secoiVd mode in settling with t lie inleiior ze- 
mindars and talookdars; first, an equivalent revenue may 
be thereby obtained, with security for its punctual pay- 
ment ; secondly, the converting them into fanners esta- 
blishes the government's right of putting their lands on 
that footing whenever they shall think, proper, the av ? 
of which mart constantly operate to insure their good 
behaviour and good management ; thirdly, the dw<v*L*of 
scrutiny to which they are subjected will ftiso lia\>i -tlie 
same tendency, at the same time that, it may be strictly- 
put in force where there is cause to suspect concealment, 
,or a proepect presents of increase to lue revenue . 11 
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• 

The principle on which the land tax was assessed by 
the llritisli in India, and its effects upon the country, are 
explained in the following letter : 

Extracts of a Letter from Mr Beefier , Resident at the Durbar , 
to the President of the Select Committee , dated 21 th March 
1769. 

"‘It mu^t give pain to nil Englishman to have reasow 
to think that, since the accession of the company to the 
Dcwannee, the conditfon of the people of this country 
has been worse # than it was before; and yet I am afraid 
the fact , undoubted, and I believe has proceeded from 
the following causes: The mode of providing the com- 
pany's investment; the exportation specie instead of 
importing large syms aimfially; the strictness that has 

been observed in the collections; the endeavours of all 

* 

concerned to gain credit hj* an increase of revenue during 
the time of their being in station, without sufficiently at- 
tending to wlnit future consequences njight be expected 

f om such a measure; the errors that subsist in the man- 

# • 

ner of making the collections, particularly by the em- 
of aumils, (collectors or revenue farmers); 
Tl«^e appi^r to me the principal causes why this tine 
country , wlinl^ nourished under fhe most despotic and 
arbitrary governments, is verging towards its ruin, while 
the English have rtgilly so great a 'share in the adrpinistra 
tion." 
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afterwards observes, 

“ When the English received (1*0 grant of the De wan- 
nee, their iirst consideration seems to have been their 
raising as large sums from the country as could be col- 
lected to answer the ^pressing demands from home, and 
to defray the large expcnces here. The zemindars not 
being able or willing to pay the sums required, aumils 
lia\ e been sent into most of the districts. The aumils 
on their appointment agree with the ministers to pay a 
fixed sum for the districts they are to go to ; arid the 
man that has offered most has generally been preferred. 
What a destructive system is this for the poor inhabitants ? 
The aumils have no connexion or natural interest in the 
welfare of the country where they make the collections ; 
nor have they any certainty of holding their places be- 
yond the year; the best recommendation thev can have 
is to pay up their kisthundiea (monthly payments) punc- 
tually, to which purpose they fail not to rack the country 
when* they make the collections, wherever they find they 
cannot otherwise pay their kists, and secure a handsome 
sum for themsAves. Uncertain in their office, and with- 
out opportunity of acquiring money after their dismission, 
can it be doubted that the future welfare of the country 
is not an object with them ? nor is it to lie expected in 
human nature. These aumils also have no check on them 
during the time of their employment ; they appoint thq^t 
that act under them ; so that during the time of the 
year's collection their pow er is absolute. TlvWTs* no 
fixed hustabood (valuation of the lands frorh actur£Tlir- 
vey) by which they are to collect, nor ajvjr likelihood of 
complaint, till the poor ryot is really diove to necessity 
by having more demanded of him thttn he can possibly 
pay. Much these poor wretches will bear rather than 



.APPENDIX. 


G9 

their hahiU&<nis to come here to complain ; espe- 
cially when it is considered that it must always be attend- 
ed with loss of time, risk of obtaining redress, and a cer- 
tain iv of being very ill used, should the aumil\s influence 
be sufficient to prevent the poor man’s obtaining justice, 
or even access to those able to grant it to him. On this 
destructive plan, and with a continual demand for more 
revenue, have the collections been made ever since the 

English have been in possession of the Dewannee.” 

# 

Mr Francis, in his observations respecting the best sys- 
tem to be adopted in regard to the letting or disposing of 
the lands in Bengal, gives the same account of the state 
of tlie country, 

, 9 c ‘ Fort William ^ 22d Jan. 1770 

cs F Theeofnpanv, T believe, had conceived an eariv but 
erroneous "opinion, that by the constitution of the Mogul 
empire, the got truing power was proprietor of the soil; 
consequently, that in the management of their territorial 
acquisitions, they*onght not to content tfiemselves with a 
fixed tribute as government, since they had a right to en- 
gross the entire produce* as landlord. On this principle, 
which, it true, would not in prudence have warranted the 
practice deduced from it, it has iievfr yet been thought 
accessary to limit the annual demand on the country to 
any fixed sum once for all. 'The general tendency of the 
couipan^s instructions, and ol comse the professed object 
oT'tS^ery sN 1,1 ement here since our acquisition of the Do- 
vvannee, has Aeon to raise the greater possible revenue 
iVt>m the country. The leading members of each differ- 
ent ad mild UaViuvt, in conformity to the views and expec- 
tations of their superiors, seem to have rested tjieir chief 
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tnerit with the company on their success in the pursui*. of 
this object, but to have limited theism' lews to tfie probable 
period of their respective continuance in office. A tempo- 
rary system provides for immediate exigencies only. It 
was not considered* nor was it a consideration likely to 
be regarded by a fluctuating government, that swelling 
the rent-roll, il* not directed l>y a perfect knowledge of 
the resources, and a due attention to the circumstances 
of the country, must be followed by a general strain in 
the collections. That*such a strain must be attended by 
n future diminution of the revenue, was too obvious not 
to be foreseen; but the effect succeeded the cause much 
sooner than was expected. Every government endea- 
voured to make good it* promise to the company ; but 
having engaged for more than they could perform, they 
distressed and racked the people without accomplishing 
their purpose. The truth is, that a nominal increase in the 
jumma (tax) has usually, if not constantly, bccD attended 
by a real decrease in the collections. By exacting from 
the landholder a greater return than it is possible for him 
to pay, he is funfished with pretences foe paying less than 
lie ought ; or supposing the nominal revenue to be realis- 
ed for a few years, yet if it exceeds that proportion of the 
produce which government should demand from the land, 
the excess can only.be made good by invading the soums 
of future revenue. I am convinced it wilL be found, that: 
for some years past, the government of this count! y has* 
been living upon its capital ; that is, they have etliitfafiy 
taken ft portion of the existing w ealth, which ought to 
been reserved for future production. f 

“ 2. Whether w be owing to excessive impositions, 
to. any unequal distribution, or to an injudicious mode of 
collection, or to the united operation of these causes, it i* 



APPENDIX. 


71 

morions that tfljf country is impoverished, ancT in a great 
degiVe depopulated ^et with every auxiliary expedient 
that, could he devised, or with every exertion of rigour 
that could be enforced by government, there is not a 
single year in which the actual collections have not fallen 
considerably siiort of the settlement. In those districts 
where they have been tolerably kept up, we may observe 
a constant ostentation of extraordinary merit on the part 
of the collectors, to which they could have no pretence, 
if the service they are employed in were not really at- 
tended with extraordinary difficulties. In every other 
country the collection of a land-tax is one of the simplest 
and easiest operations of government. 

“ 3. From the constant failure in the estimated pro- 
duce of the lands, it is apparent that there must be some 
gross fallacy % in the^systeni hitherto pursued ; since it is 
not even calculated to answer a temporary purpose. The 
permanent welfare of the people, the moderate but lasting 
advantages which the governing power might continue to 
derive from that smitcc, and the future security of the 
acquisition itself* though bften inculcated by the court of 
directors, do not seem, at least for some ) ears past, to 
have been the direct object of the policy of this govern- 
ment ; nor was it possible they should he so, when in- 
stant profit, without regard to imme<yat.e or distant com 
.sequences, vva^ the general principle of action. Li any 
conclusion may be drawn from facts tg principles, tho 
ser» ants must lie supposed to h T e considered 
1 a\an estate to which tin* company had no good 
title, w hicli *they had no hopes of possessing long, and 
which it was their interest to exhausUaml make the most 
of while they had it in their power. I speak of public mea- 
sures only. On*\vhat other principle can we understand the 
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committee' of circuit to have proceeded From the J e$, r 
1768 to J 77 1, the letters from Bejigal were filled With 
the most indent and alarming representations of the de- 
cay of trade and circulation, the depopulation produced 
by the famine, and the general decline of the country ; 
yet in the year 1772 the committee made a' settlement for 
the Dewannce Janus, which promised a higher revenue 
upon the whole than they had ever paid in any period of 
the government. The balances have increased in a much 
higher proportion tharWhe promised improvement. Per- 
sonal censure is not my object. 1 mean to expose false 
principles, both of pol-ey and economy, in order to dis- 
cover and establish true ones” 

* * ? * 

“ 9. The moderation of the tribute imposed by all tin 
Mahoniedan conquerors, and the simplicity^of the ir me- 
thod of collecting it, accounts for the surprising facility 
with which they retained possession of their conquests. 
The form of their government was despotic; but in fact 
it was not opprevdvt^to the mass of the conquered people 
In general they introduced no change but in the arm\ . 
and in the name of the sovereign. With inspect to the 
collection of the revenues, the system of the present go- 
vernment is upon a principle directly the reverse of what 
it ought to be, aud^I believe, such as never was adopted 
by another government. Instead of h aving the manage- 
ment to the natural proprietor- of the lands, and demand- 
ing- from them a fixed portion of the produce, we ta^trthfr 
management upon ourselves, and pay them a tribute; gj** 
vernment stands. in the place of a zemindar and allows 
him a pension. , , 

“ 10. Before these provinces are reiKoed too low to 
bear the operation of any vigorous measure, it will de- 
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s^rVe to be console re cl, whether a groat acquired dominion 
can' be retained om*any other principle, particularly if 
situated at an immense distance from the seat of empire? 
And although it may be doubted, whether, in the present 
circumstances of the country, the government of it can be 
completely established even by the power of parliament; 
on this simple principle it cannot be useless to keep the 
model in view, and endeavour to approach to it, as near 
as we are able, in forming a new settlement for the pre- 
sent, until a definitive arrangement shall he determined at 
home, or until some person equal to the trust, shall lie 
invested with power to restore the ancient constitution of 
the country, or to give it a new one. 

“ 11. It cannot he disputed, that Bengal was in a 
much more nourishing state during the last century than 
it ever has ^een uncler the English establishment. In 
forming considerations, therefore, for a future settlement, 
If the prosperity of the country be the medium through 
which we wish to make the possession of it beneficial, we 
hoidd endeavour to trace the anci&nt. policy of its go- 
vernment, and the metlfods formerly lised in collecting 
I he icvenues; to discover whether the same principles 
have been adhered to, o£ how, or at what time alterations 
have taken place ; and whether such alterations have been 
ui -advantageous <n bcncticiul to the country. 

****** 

• • 

“ 2b. It. must Ir evident, from the preceding state of* 


when the Dewannee was ceded to the compa- 
^*.<% 1|| ihe country was already in a very reduced condition. 
A quick succession of wars and revolutions, a foreign in- 
iJ nence pie vailing both in matters »f government and 
i onmuTcc, the *lrain of large sums ol money carried 
i*w:iv bv jndivfllualv. or bv the company for the supply of 
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their other settlements, had undoubtedly contributed to 
impoverish Bengal. The aneient^stablishments tv ere 
overthrown, great numbers pi the zemindars were dis- 
possessed and reduced to beggary, and the greater pari of 
the wealthy families, and people of reputation and ahililv 
in business, cut oft' or brought to ruin. In Such a slate of 
poverty and decay, the wisest internal establishments and 
most lenient measures seemed necessary to prevent the ap- 
proaching ruin of the country, especially as all its commer- 
cial resources vme in fVture likely to be cut oft’ Instead 
of imports of treasure from Europe, a tiibutc was actual) v 
required from lienee. Large sums in specie were sent 
out. The wealth formerly enjoyed by the natives, and 
diffused by an equal and constant circulation through the 
country, was engrossed by foreigners, who either export- 
ed it directly, or by supplying the ollur Euiopcan facto- 
ries, made it unnecessary even for them to import bullion 
for providing their investments. 

“ 27. The acquisition of the Dewannee was attended 
with another rubious-conscquence to the country In ol- 
der that the La si India compnifv might* avail themsel\c> 
of their increased revenues, it was necessary then* in\ est- 
ment should he enlarged at once from 20 or 30 to ft 0 and 
70 lacks of rupees annually. This could not be suddenly 
done without a monopoly of the manufactures, nor a mo- 
nopoly supported but by numerous servants and agents 
termed with authority, which caused great oppression of 
the manufacturers, and has beqp felt, with other /isttise*,. 
both in the quality and price of every article, to 
present time. By this monopoly, the T ndian mer- 
chants were excluded front sharing in tl e produce o r 
Bengal, and driven to establish manufactures- at home, of 
articles which they formerly received from hence; conse- 
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qy^ptly Bengal Was deprived of its returns both from the 
Indian and European markets, and its resources cut off 
on every side. 

“ 28. In this declining state of the country, it is self- 
evident, that even the moderate revenue which was before 
collected wittt ease, and left ample sources fur the main- 
tenance of the landholders, must become a rack-rent and 
a grievous oppression to the tenants, and could not be re- 
alised without additional taxes, .schemes, and expedients, 
and the use of rigorous methods, m Yet it was equally ap- 
parent. that the use of such means could not fail to depo- 
pulate the country, diminish the quantity of lands in cul- 
tivation, and annually accumulate the burden on the re- 
maining tenants, and on such lands as might be continued 
in tillage, till at length, all personal wealth being drained 
out of the packets the people, u rapid and sensible de- 
cline, the forerunner of a general stop or bankruptcy, 
w ould felt in every part. An apprehension of these 
consequences, however obvious, does not appear to have 
influenced the measures of any administration since the 
< oiler-lion of the revenues was obtained for the company. 
Tin ir ‘■■errant*, who made the acquisition, were them- 
selves dazzled by its importance, and thought they could 
not represent if in too advantageous terms. The succeed- 
ing administration foresaw the loss <*f their own credit if 
they suffered Jthe object to waste under their cure. The 
lust and most unjustifiable measme of all was that which 
•proposed a plan to increase the revenue while the country 
peri Jung, and which tin* projectors of It must have 
! J‘t to be executed by the present administration. 

• 44 29. When the company took possession of the De-*' 
wunnec. their servants were unacquainted with the consti- 
tution of the country, the tnpde of collect ing the rents, or 
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what had Seen the amount of the former revenue. * Tn 
making tiio first settlement they seem to have had no 
rule in view, hut providing for the demands of govern- 
ment at any late, and collecting as great a surplus as pos- 
sible, At the same time, or very soon after, the neces- 
sities of the company at home produced constant orders 
to increase the investment almost to the amount of the 
revenue of the Pewanuee lands, and much beyond the 
produce of the manufactures. 

“ 30. That period *1 delirium, during which it way 
asserted by some, and believed by many, that the re- 
sources of Bengal were inexhaustible, will long be remem- 
bered in England. It is not wonderful that the repre- 
sentatives of the company should endeavour to act up to 
the promises of their predecessors, and to the prejudices 
of their employers, and to aim at increase of revenue., 
which they saw was the only merit considered at home. 
Besides that, it is in the nature of short-lived 1h. diluting 
administrations to provide for the demands of the day, 
without regard to tine diflicultics they entail on their mu ■ 
cessors. 1 " 

****** 

66 32. The mode of collecting the rents from 1766 to 
1769. is of itself a strong prcsumpti\e proof of the ge- 
neral reduction of the country. the greater part of 
the zemindars were ruined and dispossessed of the ma- 
nagement of their lands, and there were few people of 
rank and family left, or of those who had formerly held 
high employments, such as there were looked for lar*^ 
profits, which the country could not afford them and pay 
the rents also. People of lower rank were* therefoie of 
necessity employed as aurnils, or collectors on the part of 
government ; these people executed a contract for a sti- 
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pupated sum fo r the district to which they wfcfe appoint* 
ed,> and in effect may be considered as farmers of the re- 
venue. They then proceeded from the sadder, or seat of 
government, to the districts, to settle with the zemindars 
and tenants for the revenue they had engaged to pay. If 
the rents already established afforded a sufficient produce, 
they had the less occasion to lay on aboab (lived taxes) 
or muth’otc (occasional taxes); if not they were compel- 
led to have recourse to these expedients. As the coun- 
try became poorer, and the landj less cultivated, taxes of 
course were multiplied to make good the agreement with 
government, until the ryots, finding the demands made 
upon them annually accumulating, sought various expo, 
dients for procuring or extorting abatements in the nwsil, 
nv original rent A timid people have no defence against 
oppression but framA It is now the usage in several dis- 
tricts for the r\ot # to extort abatements at the beginning 
•<>l the year, and the farmer to levy a rmithote in lieu of 
A when the harvest K upon the ground. 

“ 33. During the first years of # lhe Dewanuee, while 
upon the w hole; there was produce to uiiawcr the accumu- 
lated demands of government, the revenue, though not 
**ntiie, came in b^ some means 01 other. As one place 
bailed, assets wore found in another. Contractors, on the 
search for employment, hunted out very casual improve- 
ment of the lands, for which, if the incumbent was mi- 
willing to pay an increase to govornpicnt, they were 
. ready to take the trouble from him. In many instances, 

* the state of the lands lias been misrepresented, for the 
in&re purpose of employment and possession, and in- 
creases offered on paper for lands whip re in fact there were" 
no assets to pgy them ; yet the natives did not suffer so 
universally lit the beginning of our government as they 
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have done .since, because many of them enjoyed offices* 
the emoluments of which they spent in the districts, iiic! 
thereby gave bread to others. The revenues were also 
supporU d from external sources, such as loans from the 
shroffs to the zemindars, and the aboab fougedary, or 
fines in the criminal courts, w hich have b'*en since abo- 
lisbed. The above loans, contracted to pay the demands 
of government, w ere swept into the treasury, and have ne- 
ver been repaid. This fact shews, that even while the 
rents were paid, it, wa^ not entirely from the produce of 
the lands. * 

“ I have heard that Mahommed Roza Cawn wa% 
sensible of the decline of the country, and of the fatal 
consequence of keeping up the revenues on this oppres- 
sive system ; and that he frequently recommended in lm 
discourses with the members of adt. inistration, that a 
more moderate rent should be fixed, and the country re- 
lieved, I find that Mr Jffeeher, when resident at the Dur- 
bar, was sensible of the true causes of the decline' of the 
country, and represented them in his letters to the select 
committee. He proposed a more liberal plan for the pro- 
vision of the investment, recommended the employing of 
the zemindars, and made it his constant argument that 
something should be left for the natives. Rut the re- 
sources of the country being thought at that time much 
greater than they have since proved, and a strong preju- 
dice operating against Mahomed Jleza Cawn and his of- 
ficers, who were suspected of concealing the true value of 
the lands, and perhaps might be guilty of some embezzle^ 
ments, a general opinion prevailed, that a greater revenue 
♦might be collected by employing company’s servants in the 
detail ; that the decline was ow ing solely tp the oppression 
of Mahomed llezaCawn and his officers, and not to the true 
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causes, a rack-rent and general failure in the "fesources of 
the country, which forced the minivers to make use of 
every expedient to answer the expectations of the com- 
pany. This decline being universally perceived in the 
years 1768 and 1769, though the causes were not general- 
ly understood or admitted, occasioned the appointment 
of the supervisors. The declared purpose of it was to 
inform the administration of the actual condition of the 
provinces, their trade, mode of collecting their rents, the 
administration of justice, and otltf r capital objects. From 
?iiese materials it was proposed to form a general plan 
for the future government of the country. Supposing 
'his to have been the object of the measure, and that 
proper persons could have been found to carry it into 

• vocation, the advantages that might have been obtained 
from it are obvioiMf? It was chiefly committed to young 
men, with ^powers* whether granted or assumed, much 

1 greater Jlum were necessary for the purpose of obtaining 
information. Kerry \ iew of this kind, however, was 
laid aside when the council of revenue went up to the 
t.ty immediately after the conclusion c * f the famine; and 
although that dieadiul calamity, in addition to the other 
distresses of the country, had swept away near one-third 
of the inhabitants, and the poverty of the natives was 
manifest in 'every part except Calcutta, the protect object 
of that board was to procure an increase of the revenue, 
by discovering the latent advantages still enjoyed by the 
. zemindars, and reducing the allowances to the nati\e of- 
» fleers ; that is, by taking away so much more of the 
bread of people already reduced to palpable misery. The 

# information derived from the researches of the supervi- 
sors was applied to this purpose only. In some respects 
their accounts contributed to promote it, as the supervi- 
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sors”~in geiYera! aimed at procuring accurate liuslaboods, 
(valuations of the whole rents), which of course included 
the profits of the zemindars, farmers, talookdars, &c. A 
knowledge of the produce was in general followed by an 
effort to sweep the whole of it into the treasury, with 
little or no consideration of the particular state of each 
district, or whether the trade and imports of it were 
likely to furnish permanent resources for such remit- 
tances. 

“ 35. Mr Middleton's letter quoted in the appendix, 
the proceedings of the board of revenue at Moorsh'bdahnd, 
and the settlement of 117% (1771) the only one made by 
that board, proved beyond dispute, that they acted on 
the principles I have ascribed to them. An increase way 
made of near eleven lacks * of rupees in the Dewannec 
lands, although a balance bad rcmaineuof eighteen lacks -f* 
on the former settlement, and the country was but just 
emerged from the miseries of the famine. This settle- 
ment however was collected with a degree of rigour and 
exactness, which called loudly, but in vain, for mercy and 
relaxation in the subsequent assessments. 

“ 3(>. The protest object of the committee of circuit, whose 
settlement succeeded in 117% (1772) was still increase of 
revenue. It is a singular fact, and well worth observation, 
that it was the misery of the country, and the general dis- 


** Net Revenue for the Bengal yeai II 7 7, — Us. 1,56,52,472 5 9 
Do. for Do. 1 178, — ] 1 47 12 1 1 

Increase for 1I7B, — Rb. 10,85,(375 7 5„ 

Sicca Rupees, 18,38,01 4 2 3. 

Vtdc Letter from the Council of Kc\euut\ ,7 th October 177!. 

J. Alexander. 

I 

Signed 


£ J . Alexander. 

^ J J. I. AWHEEL. 

"V iF. Gn a ii am, 

V V/, JiAMBERT.” 
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tress of all ranks of people* which enabled thpin to es*la- 
Itlisli an increased and increasing revenue for five years ; 

I mean upon paper. The state of the country was then 
such, and there were so many people in desperate circum- 
stances, and out of all employment, ready to sign any en- 
gagements for mere present bread, that it is no wonder when 
the rents were put up to public auction, if nominal in- 
creases Were obtained, and the lands bid up beyond their 
real value, for the sole purpose of keeping or obtaining 
the possession of them. Had this settlement been collected 
with all the seventy which the custom of the country and 
the agreements of the farmers allowed, of necessity would 
have driven the farmers to have fallen upon the ryots with 
such rigour and distress, that a general bankruptcy and 
universal depopulation of the districts must have been the 
im med i ate co n a c e . 

“ 117. I jfresumeHhe remissions and balances from the 
i provinces since April 1772, do not amount to less than a 
crore of rupees ; and it may be said that balances not ex- 
acted, or a moderate rent demanded in the first instance, 
are eventually an equal Relief to the landholders. Hut in 
effect the difference is very great both to the country and 
to government. R would have been happy for the country 
ifnd no loss to government, if the settlement had not been 
made for a greater sum than has been actually collected ; 

( though I do not say that even this is not more than the 
country can # support.) The landholder, whether zemin- 
dar or fanner, would then have foreseen the probability of 
making good Ins engagements and keeping his farm. To 
excite industry there must be a prospect of success- But 
if a balance must at any rate be incdTred, it becomes in- 
different to {lig landholder to what amount he is indebted 
to government „ or rather ^t is his interest to incur a*large ( 


VOI.. IV. 
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balance tli^n a small one. Jle collects as much as he can 
from the ryot, and pays as little as he can to government 
At the worst he can but Ipse his farm, in which he has no 
permanent interest, and which, when he has had it a year 
or two, is no longer worth keeping. In the mean time 
the high rent he stands engaged for furnishes him with 
pretences for oppressing the ryots, and for protesting 
against any interposition of government in thei** favour. 
The desertion of the ryots, the loss of cultivation, and 
general depopulation of the country, flow directly from 
this source. On the otucr hand, the immediate* conse- 
quences to government, from taxes without produce, arc 
obvious : New burdens laid on the subject, an additional 
expence of collection, but no additional receipts in the 
treasury, and probably a real established expence propor- 
tioned to an estimated revenue. 

“ 38. From the preceding state officts, collected from 
the records, it appears, that the company nave levied 
higher rents from this country, whilst labouring under the 
greatest disadvantages, than it ever paid to the empeiors 
in its most flourishing condition, when the principal part 
of the revenues were spent within the provinces, and the 
remainder went no farther than Delhi.'” 


NOTE [F.] 

This evil is forcibly set forth in the fifth report of the 
select committee , printed in the year 1812, where it is 
stated, that in the district of Burdwan alone, the number 
of civil suits pending before the judge amoimtdd to 30,000 ; 
and where it was shewn by computation, tijat the deter- 



APPENDIX* 


initiation of a cause could not be expected in the ordinaiy 
course of the plaintiff's life. 

The collector of Burdwan, in a letter to the board of 

* 

revenue, [See Appendix to Report of Select Commit- 
tee, No. 8.] observes, that 46 the rajah of the Burdwan 
14 begs leave fo submit it to your consideration, whether or 
44 no it can be possible for him to discharge his engage- 
« c ment5 to government with that punctuality which the 
‘ c regulations require, unless he be armed with powers, 

* c as prompt to enforce payment from his renters as go- 
* c vernment had been pleased to authorise the use of, in re- 
u gard to its claims or heirs; and he seems to think it 

must have proceeded from an oversight, rather than 

44 from any just and avowed principle, that there should 

44 have been adopted two inodes of juridical process under 

1,4 the same govgjgpeuent ; the one summary and efficient, 

*- and the satisfaction of its own claims ; the other tardy 

4 4 and uncertain in regard' to the satisfaction of the claims 
\ • ® 

44 due to its own subjects ; more especially in a case like 
44 the present, where ability to discharge the one demand 
44 necessarily depends ?n the other dpmand being pre- 
44 viously realized*’' The collector of Midnapore, in a 
letter, dated ISO)?, also observes, 44 All the zemindars with 
u whom I have ever fiad any communication, in this and 
c * in other districts, have but one sentiment respecting the 
44 rules at present in force for the collection of the public 
‘ c revenue. They all say, that such a harsh and oppr^s- 
. 44 sive system was never before resorted to in this conn* 

* 44 try : that the custom of imprisoning landholders for 
44 ’ arrears of revenue, was, in comparison, mild and bene- 
# volent to tlicm : that though it was no doubt the in ten „ 
u tion of government to confer an important benefit on 
46 them, by Abolishing tbi\ custom, it has been found, by* 
Si melancholy' experience, Njat the system *of sales and 
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tc attachments, wliicli has been substituted for it, has, -in 
<c the course of a very few years, reduced most of tin* 
46 great zemindars in Bengal to distress and beggary* and 
€C produced a greater change in the landed property of 
cc Bengal than has ever happened, in the same space of 
“ time, in any age or country, by the mere effect of in- 
“ ternal regulations."’ In another part of the same report^ 
the collector, after commenting on a regulation r (hen re- 
cently introduced, observes, “ Before this period (1799) 
complaints of the ineflicacy of the regulations were very 
cc general among the zebaindars, or proprietors of* large 
66 estates; and it required little discernment to see, that 
u they had not the same powers over their tenants which 
,c government exercised oyer them. It was notorious, 
that many of them had arrears of rents due to them, 
“ which they were utterly unable to^ recover ; while go- 
vernment vere selling their lands ofor an ears or ns- 
st segments.” The collector adds, u farmers and inter- 
£C mediate tenants were till lately able to withhold their 
rents with impunity, and to set the authority of their 
landlords at defiance. Landholders had no direct con- 
ic troul over them. They could not proceed again*! 
“ them, except through the courts of. justice; and the 
u ends of substantial justice wine defeated, by dclajy 
and costs of suit.” 


NOTE [Q.] 

In extending the decennial settlement to the compli- 
ed countries, the coirtpany’s servants have occasion to in- 
vestigate the nature of 'the various tenures, under which 
the landed property was held* in different parts of the 
country. Iu the course of t lose researches the clearest 



APPENDIX* 


85 


rights of property were brought to light, and*' it invaria- 
bly happened, that, when those rights were respected, cul- 
tivation flourished. — “ It is not to be discovered,” says one 
of the collectors *, “ that, during the revolutions of many 
“ ages, from the reign of the first princes, until the dovvn- 
“ fal of the Hindoo authority, any questions ever existed iri 
u any stage of the Hindoo history, as to the rights of the 
u ‘ people *to the lands of the country, excepting villages or 
“ lands totally waste, and that had escheated to govern- 
fC merit. On the contrary, they # appear to have been 
“ transmitted to them from the most remote era down to 
the present time, without interruption ; these rights 
“ are supported by usages, which could never have pre- 
vailed but for their universal acknowledgment ; and in 
“ the repositories of their history and their laws, wc find 
“ the right of thg^jirtfoplo to property in lands repeatedly 
“ aeknow lodged and # preserved. It has been the custom 
jo consoler the Hindoo governments of old, despotic 
“ and regulated solely by the arbitrary will of the reign- 
u ing prince : — theoretically received, they were so ; but 
46 in practice they had iit«le of this chuAtclcr ; the ordi- 
u nances of their religion had generally the force and 
44 elfeet of laws; anti in their operation, they were benefi- 
cent and just.” 

After expressing the same decided •opinion respecting 
the rights of the landed proprietors, the principal col- 
lector of Tnnjorc observes *f , “ It is fortunate that, at a 
4C . moment when we are consulting on the means of estab- 
^ fishing the property and welfare of the numerous peo- 

m 

* Report of the Collector of Southern Pottc"ur Pfshcush, dated Decern- 
her 29, 1800. * M 

Fifth Report Select Committee oXludia Affairs, Appendix, p, 
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(t pie of tlie£e provinces, we find the lands of the Country 
€C in the hands of men who ffeel and- understand the full 
“ rights and advantages of possession ; who have enjoyed 
* c them, in a degree more or less secure, before the British 
-t navy was known in India; and who, in consequence of 
* 4 them, have rendered populous and fertile the extensive 
f< provinces of Tnnjore and Trichi nopoly ” 

Mr Place, to whom the management of the jaghire, 
that surrounds the presidency of Madras, was committed. 
When describing a certain species of tenant, observes, that 
by granting them the lands “ to them and their heirs 
for ever, as long as they continued in obedience to the 
“ Circar, and paid sail just dues, he was enabled to convert 
* c the most? stubborn soil and thickest jingle into fertih 
f ‘ villages. 11 

. The same sentiments were express' 1 by Colonel Mun~ 
toe, who had the charge of several districts. He saw 
clearly, that the high assessment on the land checked agri - 
culture and population ; and on this account, he strongly 
recommended to government a remission of the tribute. His 
views were admitted to be just ; but the public necessities 
Were pleaded as an apology for a tax, the effect of which 
it appear.® is to keep back the cultivation of the country 
, — cc It is the high assessment on the land,” the members 
of the board of revenue observe, cc which Colonel Mun- 
** roe justly considers the chief check to population. 
u Were it not for the pressure of this heavy rent, popu- 
lation, he thinks, ought to increase even faster than in 
iC America ; because the climate is more favourable, 
u and There ar^ vast tracts of good land unoccupied, 
w which may be ploughed at once, without the labour or 
“ expence of clearing away forests, as there is above three 
w millions of acres of thWkind in the ceded districts. He 
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€i is of opinion that a great increase of population, and 
“ consequently of land revenue, might be expected in the 
“ course of twenty-five years, from the operation of the 
“ remission. But a remission to a few zemindars, he 
ct apprehends, would not remedy the evil, nor remove the 
cc weight wlih;h at present depresses population. 

<c Under the system proposed, Colonel M unroe con- 
;c ceives, 'that cultivation and population would increase so 
“ much, that, in the course of twenty-five years, lands 
* c formerly cultivated, amounting to star pagodas 
vS 5,55,902, would be relieved and occupied, together 
c< with a considerable portion of waste, never before cul- 
4£ tivated. The extension of cultivation, however, would 
not make the farms larger, and thereby facilitate collec- 
£{ lion. The enlargement of farms or estates is at pre- 
cc sent prevented Jg^he want of property ; hereafter it 
" £ would be preventtfl b> its division. * 

This is the outline of Colonel M unroe’s plan, which 
” is not less applicable to all the districts as yet unsettled, 

<£ t Sian to the ceded districts ; and, i|‘ the exigencies of 

* government allowed ofmuh a sacrifice* as a remission 
” of the present standard rents, to the extent of 25 per 
*•’ cent., or even of *15 jjer cent., we should consider the 
“ ftmasui‘6 highly advisable, and calculated to produce 
“ great ulterior advantages. Indeed, jl would be absurd 
££ to dispute, that the less we take from the cultivator of 

the produce of his labour, the more flourishing will be* 
his condition.” 

* 44 But, if the exigencies of government do not permit 
<4 them to make so great a sacrifice; if they cannot at 

4 # onee confer the boon of private property, they must be 
44 content to establish a private interest in the soil, as of- 
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« fectually as they can under the farming system. If 
«< they cannot afford to give up a share of the landlords 
“ rent, they must he indulgent landlords." — [See Ileport 
Select Committee, Appendix.] 


* NOTE [R,] 

An Account of the iota! Annua! Amount of the Revenues and 
Charges of the several Presidencies in India, as estimated in 
J793, and by the actual accounts from the year 1792-3, to 
the year 1808-9, with the estimate of the same for the year 
1809-10, as laid before Parliament . 


'Total gios# 
lii'vntucfi. 


j Total | 
and I 

1 Jut. <y(. 1 


Su; 


8 ni [dm 
CSau't . 


Court's Estimate, Feb. J 793, D»6, 963, 025jL.5.8(ftM)iejE.i.lo3, 57 il 


1792- 3 

1793- 4 

1794- 5 1 

1795- 1* /. 

1790-7!*; 


8 , 225,0281 
8,270,770 
8,020,193 
7,860,094 
8,0 J 0,1 7] 


7,007,050 
0,033,951 
6, 029,888 
0,993,151 
7,009,228 


f.2 18,5781 

1,390, 30.il 
872,94**1 
406,W3| 


1797- 8 ’ 

1798- 9 

1799- 1800 

1800- 1 

1801 - 2 V... 

1802- 3 

1803- 4*.... 

1804- 5 

1805- 0 

1 S0(>- ? 

1807-8 ...V .... 

1S08- 9 ......... 

Estimate 1809-10 


8,059,880| 8,178,020 

8,052,033 9,20(1,031 

9,730,072 10,1 20, t oj 
10, 185,059 11,021,510 
12,103,589 12,051,205 


13,404,537 ’2,523,72," 
13,271,385 14,099,401 


, 910,80m 


14,949,395 16,487,340 


15,403,409 17,072,017 
14,535,731 17,088,001 
15,009,905 15,979,02' 
15,525,055 15,551,097 
15,055,^ 15,057,014 


V 


1 18,7 10 
007,993 
'390, (Hi 
1,139,451 
487,070 

1, 128,07 hj 
1,537 ,951> 
2,268,0'(Jfd 
3,1 52,322 j 
309,1 22 j 
*20,012; 
1,080 i 
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Ag TilC l fL TI RE, the price of its produce not lessened by 
improvements in the implements of. p.38< Such improvements 
only bene fit the landlord, 40. Not more productive to the 
community than manufactures, 134, Alternate progress of 
manufactures and, 138. Was the sole pursuit of the Romans, 
1814 . 

America, silver usedE* the main payments of, 8. Its capital 
and indusuy engaged in agriculture, 140. Rude 

produce of,*exchanged for the manufactures of Britain, ibid.. 
The assistance it has derived from the capital and industry of 
Europe the cause of its rapid growth, 143. Invasion of, by 
a British force, and causes of the failure of this enterprise, 
I9t>. t 

J meric n mines, fall in the value of silver Qg the discovery of, 
22. Their produce greatlt r increased within the last 80 yearn, 
84. 

Archduke Charles of 'Austria, view of his campaign in 1706 in 
.Germany, 107, note. * 

Armlet, superiority of regular over undisciplined troops, 
173. A regular army the only sure defence of an invaded 
country, 175. The success of an army in war greatly de- 
pends on the* means of supplying the necessary waste of men, 
178. Want of this supply the cause of Hannibal’* failure 
hi.N invasion of Italy, 185. — and of the failute of the allies in 
' their invasion of trance’ in J79i£, 193. Successes ot the 
trench revolutionary armies greatly owing to the ample 
means afforded for their renovation, 194. — See National 
j) fence* * 



B. 

Balance of trade, how it may affect the foreign exchanges, 

115. 

Bank of England, silver currency issued by, of which the no- 
minal value exceeded the real value, 27. Depreciation of 
its paper in ISIS, 82. No other currency used in London 
than the notes of, 96. Exposed to a great drain of specie in. 
1792, 99. Mistaken policy of, on that occasion, ibid. Dis- 
credit of its notes in 1797, 101. . Xlrder in Council for the 
suspension of its cash payments, 102. Amount of its notes 
in circulation in i782 and 1788, 96. And in 1797. 107, 108 
Its advances to government in 1797, injurious to its credit, 
108. Suspension of its cash payments occasioned rather by 
(jpmestic alarm than by foreign expenditure, 110. No pro- 
per security against an /excessive issue of its notes during * 
suspension of cash payments, 112. Amount of its notes in 
circulation from 1792 to 1812, 1 15. Interposition of Parlia- 
ment to maintain the value of its notes, 120. Its notes made 
a legal tender by Parliament, 121. Suspension of its cash 
payments in 1797, a necessary measure, 129. Might safely 
resume payments in cash in two yeats, 180. 

Bankers , facilities afforded by, to the cash transactions of dis- 
tant. places, 92. The economy with vrhich the London bank 
ers use bank notes and specie. 96. — See P*pc~ ( V*>wy. 

Banks, number of, in Britain, 91. Establishment of, favourabh 
to the dispatch of business, 92. Dangers they are exposed 
to from the failure of confidence. 98. 

Bankruptcies, causes of the great number of, in IhK), 111 
National bankruptcy, though it ruins individuals, .strengthens 
a state, 299. 1 * 

Benevolence, all general plans of, impolitic^ 65. That of pri- 
vate individuals not objectionable, 72. 

Jtonapartc, invasion of Italy by, in 179*6, 198, note. 

B 1 uzih, produce of the mines of. g»catly decreased for the, last 
60 years, 85. 

Britain , Great, amount of its foreign expenditure from 1798 to 
1797, 106. Exchanges its manufactures for the provisions 
and rude produce of Europe and America, HO. See Bank 
of England, Paper Currency, Metallic C m r nicy, Taxation, 
: Puhlk Debts, <$ y . 

Bullion, the price of, together with the state of foreign ex. 
changes, the best rule for regulating a paper currency net 
convertible into cash, 112, Pise in the market price of, 
-caused by an excessive issue of bank paper, 115. A rise in 



its price indicates a depreciation of bank paper, 118. 128. 
Report of a committee of the House of Commons on the 
high price of, 122. Iligli price of, in 1810, ascribed by the 
lycrchants and bankers, to the unfavourable balance of 
trade, 12(5. 

Burnet, Bishop, justly condemns the English system of poor 
laws, GO, 


C. 

> 

Capital attracted by trades which afford great profits, 33. 
Every increase of, tends to raise the wages of labour, 53, 57- 
Extent of, ) emulated by the consumption lor which it pro- 
vides, To- into eases with revenue, ibid. Increase of, redu- 
ce* profit, T 6. No limit to its increase, 77* No evil arising 
from its increase, ibid. Ratio in wfliich profit diminishes as 
capital increases, 78. 

Charity , that bestowed by individuals not productive of the 
evil consequences attending public charities, 72. 

('h : an, market of, always ovei stocked with common labourers, 
51 . 

Cain, indicates the progress of improvement in a country, 4. 
Attempts to alter the value of the coin used in great pay- 
ments, always prod^C a rise of prices, 1 k Causes which 
may occasion, nrtlriatyon in the value of, 21. Temptations 
to convert it into bullion, 22. 25. A c harge on the workman- 
ship of, some security for its preservation, 28. See Metallic 

t 'tit KlllClf. 

Cnmmenc. See Manufactures and Trade. 

( ’ mhten ial Tieaties, rendered necessary l^ r the restraints which 
the policy of Europe formerly imposed on t <jde, 161. Ruin- 
on- prohibitions to winch the trade of Ireland was formerly 
Mibjevted, 162. Propositions made in 178.5 for removing 
those restraints, 168. Opposed by the British merchants, 
hyi carried into etfecl in ]V»0(), 15k Commercial part of the 
Irish union considered, 1(55. Treaty concluded between 
Trance and Britain in 1786, 167. EnJightened speech of 
Mr Pitt on the subject, 170. 

Commodities, on»the price of those which afford a rent, 33. 
Such as are produced by labour and capital* cannot long be 
higher or lower than what will pay wages and profit, ibid. 
This principle not applicable to the produce of land, ibid. 
• Iligli price of land produce arises from its comparative 
-c.ireify, 34. Price the great regulator of consumption, 35. 
Trice of commodities which yield a renttvholly independent 
yf their original cost, 36. This principle misconceived by 
*» writer in the kdinburgli Review, .38. 
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Copper coin, often answers all the purposes of currency in 
poor countries, 3. It did so in the early ages of the Roman 
Republic, ibid* Four denominations of, formerly in Scotland, 
ibid* Formerly none in England, ibid. The general 
use of, niarks a rude state of society, 4. Regulated on a 
wrong principle in Britain, 28. Amount of the issue of, in 
Britain, in 1798, ibid. Should not be made a legal tender 
for more than sixpence, 129. See Metallic Currency . 

Corn y the price of, wholly independent of its original cost, 80. 
Price of, always affords a rent, 87. Improvements in agri- 
cultural implements do not lessen its pride, 88. Neither 
would a bounty on its production, ibid. Rent a bounty on 
the production of, 89. Late great rise in its price parti) 
caused by a fall in the value of the currency with which it is 
purchased, 81, 153. Paper and money price of, in the year 
1813 Compared, 82. 

on the Jaws for regulating its exportation and importa- 
tion, 147. Review of the various laws which have been 
enacted in Britain for this purpose, 148. Their practical 
effect, 149. Plans proposed in 1.813, 150. Must have 
caused a considerable rise in the price of corn, ibid. Inconsist- 
ency of the arguments urged in their favour , ibid. Causes of the 
rise in the price of corn in the course of the last century, 
152. Bounties on the exportation of corn, naturally tend 
to raise its price, 1 5 E Every vk>lchv. : f\terference with the 
corn market must check the mitur.,1 progress of improve- 
ment, 155. Bounties and restraints on commerce afford no 
argument for extending the system to agriculture 157. All 
laws for preventing importation mischievous, 159. 

Currency . — See Metallic Currency and Paper Currency . 

Custom s and Excise,* the two great establishments by which 
taxes on consumption arc collected in Britain, 286'. Manage- 
ment of the customs defective, 287. 


I). 

Debts, public, the funding system, or practice of borrowing 
money for the pubhc service, an improvident device for car- 
rying on war at the expence of posterity, 29G. Under its 
operation the growing interest of the publie debts must gra- 
dually exceed all the other ex pences of the state, 297. 
Compulsion in the collection of the revenue clearly denotes 
that excess of taxation, which trenches on capital, and final- 
ly, leads to national bankruptcy, 299. An act of national 
bankruptcy, though it involves thousands in ruin, strength- 
ens a state, ibid. ** Example of this in the case’ of France af- 
ter the revolution, 800. The public debts of Great Brit Jo 
“duuhjed by the American wit , 302. Gr.»at progress of t ht. 
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sinking fund, in reducing the national debt, . 305. 505, — * 
checked by the war begun in 1793, 304. Amount of the 
public debt in 1802, ibid, — and in 1814, 306. The war 
ended in 1814, added one half to the existing burdens of the 
country, ibid. Amount of the national expenditure since 
J797, 307. - How far the re- establishment of peace is likely 
to reduce the public debt, and the taxes of Great Britain, 
308. 

IV For, Daniel, justly condemns the use of public work-houses, 
64. 

E. 

• 

I oxf India , silver used throughout, in the great payments of, 8. 
Copper not a subsidiary currency in, 17. Specie regularly 
exported to, from Europe, 103. Quantities of specie ex- 
ported in the years 1790, 1791, 1792. ItH. State of property 
and manners in, under the Mogul government, 225. See 
Ea ;f India Company. 

Ea*t India Company, Dr Smith's view of their affairs in many 
respects imperfect. 208. Of the constitution and transactions 
of the Company in Europe, ibid. Amendments iu the original 
constitution of the Jlionrpany, 209. Amount of their c apital, 
ibid Mr Ufjofcpjftiaji lor the reformation of their affairs, 210. 
Measure pry posed by Mrlhtl for the same purpose, 212. All 
(dans for the gcvrrnnjc;’* *of India by European controul im- 
practicable, 22 A Renew vd of their charter in 1793, 214. Their 
territorial reveim. s generally inadequate to defray the cx- 
pence> ol the uvuleut \ eminent, 216. Renewal of their 
charter in INI:!, 2i " Account of tfieir^dividends at differ- 
ent periods, 21 ST n* */*. t)f t! re transactions of the Company 
in India, ibid. Efleets of then acquisition of.pohtical power 
on tlie commerce »of the eoimhy, 219. Cossim All Khan 
deposed by their sei va^ts, ibid. Monopoly exercised by 
their servants in tire internal commerce Of the country, S?2(E 
Decline of the commerce and manufactures of the country 
in consequence, 222, 221. Fatal consequences of the trade 
carried on b^ their agents, described by Mr Hastings, 223, 
note. State ot property and manners undpr the Mogul go-# 
’ eminent, 225. Amount of the land-tax under the Emperor 
Akbar, 233. Tyrannical government of Co.vsim Ali -Khan, 
231. The Company’s servants claim the right, as sove- 
reigns, to the whole produce of the soil, and displace the 
landholders who hesitate to make •good rtieir assess- 
ments, 235, 242. All questions regarding public revenue 
left to the decision of its collectors, 2: i >6. ^Deficiencies in the 
revenues of Bengal, occasitVed by a famine, re-assessetkou 
tht/survivors, 237. Decline of the country in c^nsaagrtencr 
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of these severe measures, 288. Important reforms introduced 
into the domestic policy of the country, under the govern- 
ment of Lord Cornwallis, 247, — afforded no relief to the land- 
holders, 249. IIow far the Company in Europe have de- 
rived advantage from the contributions levied by the resident 
government, 258. « 

j Emigration from the Highlands of Scotland, caused by the de- 
cline* of the feudal system, Ilk Injustice of restraining 
emigration in these circumstances, 145. 

England, formerly no copper coin in, 3. Both gold and s ; .U 
ver have been alternately banished from the currency of, 22. 
Alternate progress of the trade and agriculture of, L>S. 
See diritain* * 

Europe, copper a subsidiary currency in ail pans of, G. Silver 
, still used in great payments, in most countries of, 8. 
Exchange , the state of, together with the price of bullion, the 
best rule for regulating the issue of a paper currency not, 
convertible into cash, 112. Unfavourable state of, in Jh/~ 
tain, caused by an excess of bunk paper, 115. May be 
affected by an unfavourable balance of trade, I T7. (ounce- 
tion of the, with the present state of British currency, 122. 
State of, between different countries, a suic f*\„t of the value 
' of their respective currencies, 12;>. , J£»rof, but ween Ham- 
burgh and London, 124. The experme o. Aosporimg spe- 
cie from one country to another, the limit of, an unfavoura- 
ble exchange, 125. The rate of, may appear to vary ihouy<{, 
it is really at par, ibid. Fall of, in iSlO, orroncomiy inimd- 
ed by the merchants of London to an unfavourable h.mn.t e 
of trade. J2G2 The foreign exchanges appear moie unfa- 
vourable to Britain, when remittances^ are inadt in papvi. 
than when they' are made in specie, ibid. 127. Tin* ditiei- 
ence accounted for by the depreciation of paper rjs 
Expenditure increases with revenue, 75. ' Foreign expenditure 
provided for, either in specie or 1 goods, K»5. Great expen- 
diture of Britain in German} in *79.2, ibid. 104 — and m 
1703, 105. Amount of the foreign expenditure of Britain, 
from 1793 to, 1 797 J 10b. 


3. 


Feudal system, state of manners under, 14.2. lias declined* 
throughout Europe with the progress of trade and manufac- 
tures 14 I-. Decline of, in the Highlands of Scotland, the 
rause of cniigrutiqp. ibid. ■ 

Food, an increase oi, without an increase capital, is not e. 
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fund for the support of mere labour, 58, Iliglr price of, a 
m certain proof of a deficient supply, 59. A deficient supply 
of, must be remedied by a diminished' consumption, 60. 
W ’a«cs of labour do not rise with the price of, 59. 159. 

FVwr, Mr, his plan for the reformation of the affairs of the East 
India Company, “10. 

l'xniu\ commercial treaty concluded with Britain and, in 1786, 
167. Invasion of, in 1792, 193. 

J t cm. h Economists, their notions of the pre-cmiflence of agri- 
culture <*ri oneoiis, l ‘14*. 

I'UUtfs, puldux See Debts, Pubtn 


He; ",ar >, wars in, m 197, /njfe. 

(ioU {(>•>( takes the phici of sdvtr m the main payments of 
hiehU improved countries, I This not the case in the 
current k*h which circulate in tin* continent of Europe, 6‘- 
iii 19, tarn exclusively used in the main payments, 8. When 
introduced into ine Homan Currency, 16. Amount of 
the m v coinage m 1771* 8 k Probable amount of that 
pre c ‘ ii :y in t : i eolation in Britain, ibid. Produce of the mines 
in r> i t x 1 l o * "1 *J * i'is 85. 

Holt* t , >/r> S/f7v>, observations on the price ui, since 1 77 lb 80. Fall 
m Hu \:due of, occasioned principally b\ t lie increase of 
hank obits, M. Increased produce of the Mexican mines 
ha- oko i aust d a decline in the value of, 88. Amount of the 
coinage of gold and silver in Mexico, from 1762 to 1805, 
85 . ' 

(jn'Y’\ ancient, warlike iiftinuerc of, connected with the state 
of property, 115. Invasion of, by the Persians, 180, War# 
bt tween the ancient states of, 1M 

* 

II. 

Hamburgh , how the par of exchange is computed between, and 
London, lA. The premium for bills on Hamburgh should 
never exceed the expence of remitting specie thither, ibief. 
State of the exchange with, in 1810, 127. 

Hannibal , invasion of Italy by, 185 — tailed for want of the 
means of supplying the w aste of troops, ibid. 

Hastings, Mr, his description of the £*vils arising from the 
private trading of the East India Company’s agents, 228, 
note. 
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\ 

Highlands of .Scotland, decline of the feudal system in, the cause 
of emigration, J44- »■ 

Holland , invasion of, by Louis XIV., 189. 

L 

Ireland , its commerce formerly subjected to ruinous prohibi- 
tions, 162. Propositions for removing these* restraints in 
17«5, ibid. — opposed by the British merchants, 165 — hut 
finally carried into effect in 1800, 101. Interruption to her 
intercourse with Britain arising from the different mooes of 
taxation in the two countries, J65. Benefits winch would 
arise from extending the same system ol taxation to both, 
166. Plan proposed for effecting this object, 167. 

Italy, invasion of, by Hannibal, 18.3. Campaign in, under Bo- 
naparte, in 1796, 198, vote . 


K. 

King, Lord, his proposal for remedying the defects of the Bri- 
tish currency proceeded on a misconception, 2 k 

L. 

Labourers , their wages rise and fall with the demand, 12 . 59. 
JR very increase of capital improves their condition, 58. in- 
genious artists befter rewarded than common labourers, Had. 
The Chinese market overstocked? with, 5k Their wages 
not regulated by the price of corn, 59. 159. Their po\eriy, 
arising front want of food, or of work, cannot be relieved by 
legislative enactments, 61. Pernicious effects of the Engr 
lish poor laws in debasing the minds of, 68. Sec IVu^cs of 
Labour. * 

Liverpool, Lord, ascribes the exclusion of silver from the main 
payments of Britain to a wrong cause, 18. Inconsistent 
< proposal of, relatjve to the ex pence of making gold coins, 2 k 
Calculations of the amount of silver coin m circulation in 
Britain by, 27. 


M. 


^Mtxfo spirits first taxed in this coyotry in the* reign of Queen 
A$.n, ‘2*9. / 
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Malthas, Mr, abstract of bis loading doctrines on population 
m and labour, 42. fallacy of his reasoning on the wages of 
labour, 45). Error of, regarding the price of corn. 55. 
Over-rates tbe importance of agriculture at the expence of 
trade, S 7- Fallacy of tins principle illustrated by the case 
of Poland, 58. His objections to private charil y erroneous, 
70 

Manners* tbe state df, in every country, depend greatly on the 
equivalent given for the surplus produce of the soil, 11-3. 
8i\i?o of, under the feudal sy.stem, ibid. 

MnuHfhattue^ improvements in, benefit society, 40. Nature 
of profit'* ariMiig from secrets in, mistaken by l)r Smith, 
ibui. Equally productive with agriculture, 131*. T no price 
of, in an improving country, gradually reduced by tbe use of 
‘machinery, 188. Take the lead* in improving countries al- 
ternately with agriculture, 138. 158. Have received no real 
cneouKigeinent from the laws enacted in their favour, 15t>. 
Mm thorough, Duke of, view of the wars of, J90. His eele- 
b-nred march from blunders to the Danube, 200, vote. 
'Slualhr Currcnty. on tin* principles ot, i. Different metals 
used as coin in lUlferent periods of improvement, ibid. The 
more precious metals used in great transactions, 2. Farthings, 
although gem r r v ,l y disused, sometimes required in London 
in the let beer, ibid. In poor countries copper often 
answers airtihe purposes of currency, 8. This was the case 
ip the furly ages of the Homan republic, ilnd. Different 
functions of the different metals used in, 4. Copper a sub- 
sidiary currency in all the countries of Europe, (j. Silver a 
subsidiary currency m Britain, 7. 19.* Great change which 
took place in tip? Briu«li p eurrem*\ durin<A,the reign of Wil- 
liam 111., 7. Gold used exclusively in the main payments 
of Hiita'p, and partially in the retail trade, 8. Silver in con- 
sequcnct* assumes tlu c haracter of a subsidiary currency, 9. 

• State of the silver com referred to Sir Isaac Newton, 1J. 
Measures' taken in consequence, 12. At what period of 
Improvement silvei becomes a subsidiary currency, 13. 
Coin used for great payments can only pass at its intrinsic 
. worth, 1 t . intrinsic worth not necessary to & subsidiary cur- 
rency, ibid. 18. 2(j. The peculiar property of’ a subsidiary 
currency overlooked by Dr„ Smith, 20. Causes which 
may occasion variations in the value of coin, 21. All 
new silver coins, at present, soon vanish from circulation, 
ibid. Value of the new* silver coinage issued in the reign of 
W illiam III., 27. 'Hie probable value of &il\ er at present in 
* circulation, ibid. New Copper coinage^ issued in 1798, ro 
gulajed on a wfong princijPp, 28. Loss\o the community 
m jConsequenfe, 29. For what particular gums subsidiary 
currencies should be made a legal tender, ibid. (’ ft n sequence* 
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arising from an over-issue of a subsidiary currency by private 
traders in London, in 179S, 31. . * 

Mexico, produce of the mines of, since 1762, 85. 

Money, steadiness in the value of, essential to trade, 21. See 
Paper Cur mil y ami Metallic Currency , 

Monopoly of 1 lie internal trade of India by the servants of the 
East India Company, 220. Its injurious effects, 224. 

K 

National Defence. Discipline, numbers, and military skill decide 
the events of war, 178. System of defence for a country at- 
tacked by a regular army, and defended by undisciplined 
troops, 174-. Remark of the Roman general Sertorius on 
the value of time in the Operations of war, J 77- System tff 
warfare between two regular armies in a country defended by 
fortified towns, J78. Those principle* .illustrated by a re- 
ference to history, ISO. Invasion of Greece by the Persians 
ibid. Contests of the Greeks with each -other, 181. Inva- 
sion of Persia by Alexander, ibid- Rise of the Roman 
power, 182. Invasion of Italy by Pyrrhus 1 84. Bv 
Hannibal, 185. Fall of the military power of Rome, 186. 
Causes which served to prolong itspotttu^ 1ST, note. Con- 
tests of the middle ages, 188. InvuMor ofViOhandby Louis 
XIV., 189. Waisnt King \\ Ilham, ibid. Of * lurlboi ough, 
192. 200, voir. Of Frederick the Great, J9J. America*' 

. war, 192. Invasion of France in 1792, 190. View of tin- 
modern system of tactics, 195. Campaign of 1796 in Gei- 
many by the Archduke Charles. 197, note. In Italy by 
Bonaparte, 198c. ibid. Want of science in the civil war-. in 
England under Charles 1-, 199. ibid. Account of tlx* cam- 
paign of 1805, 202. ibid. In ancient warfare, armies in dis- 
tant parts followed no common principle of action, 208. 
Divided policy of European courts one cause of the rapid 
successes of the French armies since the revolution, 204. 
Decline of tfte French military power caused by the destruc- 
tion of the army which invaded Russia in 1812, 205. 

'Newton* Sir Isaac, his report on the state of tht silver coin in 
4 * Britain in the reign of William III., 11. 

(). 

Opulence, National , on the progress of, 187. Commerce 
between the inhabitants* of the country and those of the 
town, ibid. The \ ade between distant countries in no re 
spect different, i&M. A Iternat**** progress tf trade and agri- 
culture, 138. 153. Dr Smith s theory of ,*he prognxs of 
EuYope o msidered, 141. His hypothesis respecting the i rim 
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improvement of the town inaccurate, 1*12. ^au^e of the 
raj >id growth oi‘ America, \ Id. State of property and roan- 
th is m li 1 1 countries greatly depends on the equivalent aivea 
f«>i the surplus produce of the soil, ibid. Feudal system, 1 14. 
'file progress of trade and manufactures has caused its de- 
cay, ibid. Immigration, ihid. W arlike manners of Greece 
and Koine connected with the state of property. 115. 


Viper ( y u,,eh‘ y, its value depends on its convertibility into 
cash. ("'A vary in value, by reason of discredit or'of 

excess, 8K. Secured against depreciation, while convertible 
mo specie, Mk il as almost entirely superseded specie in. 
the cui'vncv of (ijeai Britain, Its progress in Butuin, 

end. System of moiiev -dealing connected with, and facili- 
ty* t ’■< nee aibinj for the management of distant payments, 
92. Economy with which the London bankers use bank 
h.ytv-s and specie, fib. Advantageous as a medium of ex- 
f ining*’, although not so safe for tins purpose as specie, 97- 
Ganger- to wiin.h it its exposed, 98. Effects of the mercan- 
— tilp ol.n n» w men prevailed m Britain during the year 1792, 
99. Par*. hum i i interposes to relieve the merchants, 100. 

1 ati r* upn-iw-* " croud m 1797, 101. Suspension of cash 
payments qt tin* iiftnk of Fmgiaml, ll A Causes of the*dis- 
cudit ofpaj>ei m 17’G aod 1797, i 9. Suspension of cash 
jmiMfiK it tin* bank, occasioned more by domestic alarm 
t'\ a. i bv ioreien expenditure, 110. Failure of* ‘confidence in 
1-siO, luiiM il the general stagnation of I rude, 1 1 1. State 
of tUv > apir exnontv in Biirain, suf)*« uueni to the suspen- 
sion »■< c idi payments Ay the lkmk of England. 112. The 
price oi indium and the state of* the exchange* the best rule 
• or i eguUtmg thr Esue of a paper currency not convertible 

sp, r*. (N mu!. Privileges bestowed by paiiiantcut onJBank 
of England paper, 120. Connection of its value with* the 
liiUi ki t [nice oi bullion, -uni the state of the exchange, 122* 
Evidence given bv the British merchants on the subject, 12b. 
Proprutv 6f suspending cash payments in 1797, J 29. Clash 
payment* niwht be resumed by the bank in two years, ]30„ # 
invasion of, by Alexander the Great, 181. 

*9/2 Mr, lus commercial propositions i n favour of I re land* 
18:'. Tivxiiv concluded by, with Franco, 178*1, P>8. En- 
lightened speech of, m parliament, on the subject, 170. 
Plan of, foi regulating the affairs of tijp East India Company, 

2 3 2. View of his plauJor the redemption of the land tax in 

Britain, 280*. ImprovefSyits intruduc by, into the udmi-* 
miration oftSe customs, d88. , 
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Poland, abounds in food, but wants capital to support manufac- 
tures, 58. 

Poor Lcnvs 9 the English system of, justly condemned, GO, 66. 
Has been carried far beyond the original plan, ibid. Plans 
proposed in 1795 for its correction, 67. Pernicious effects 
of, on the moral character of the labourer, 68. Radical er- 
ror of, 70- Plan proposed for correcting the abuses of*, 
71. 

P*pnlation 9 abstract of the doctrines of Mr Malthus respect- 
ing, 42. Cheeked in Poland for want of capital, 59. Ef- 

-* fects of the maintenance of extensive distilleries on, 291. 

TMce, the great regulator of consumption, 85. 

Producer and unproductive labour, J)r Smith’* distinction 
between, simple and obvious, 181. Perplexed bythejnge- 
nuity of subsequent reasoners, ibid. That which is subser- 
vient to production, not to be confounded with what actually 
produces, 182. Dr Smith’s distinction implied in the argu- 
ments urged against it by a writer in the Edinburgh Re- 
view, 183. The pre-eminence of agriculture, “as maintained 
bv the French economists, founded on a wrong principle, 
134. * 

Profit diminishes as capital increases, 76. Ratio m which this 
diminution takes place, 7S. 


Pent , a surplus above wages and profit, winch arises froir 
the price of the conimodities which yield it, 31. K 
the consequence ,pf high price, 85. 134. ( Price of corn al- 
ways affords a rent, 87. Really a bounty on the pi eduction 
of corn, 89. 

Revenue , an increase of, cau.-es an inpreast^of expenditure, 75. 
Saving of, increases capital, 76. 

Reifaw, Edinburgh, proposal of a writer in, relative to the Bri- 
tish coin, 24. Error pf, respec ting a bounty on the produc- 
tion of corn, 38. Argument of, to shew the evils arising 
from an increase of capital, 77. Theory of, rc cpccting pro- 
i ductive and unp^pductive labour considered, 133- 

Rome, in the early ages of, copper coin effect, ed all the nr • 
ofessary pay incuts, 3. The introduction of luxury and wealth 
rendered it necessary to employ silver coin, ibid. When 
silver and gold was introduced into, 16. Warlike manner? 
of, connected with tke state of property, 145. 182. Popular 
institutions of, b83* ; Decline of military power, 186. 
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s. 

Scotland, formerly four denominations of copper coin in, below 
m a halfpenny, 3. The poor chiefly maintained by voluntary 
charity in, 65. Objections to the method of taxing spirits irt, 

. 292. 

Si/rrr coin, lowest denomination of, in England, in the reign 
of William the Conqueror, 3. Supplants that of copper in 
the main payments as wealth increases, 1. Used in Britain 
only in the; smaller payments, 7. Still used in main pay- 
ments in most parts of Europe, America, and throughout 
India, 8. Present state of, in the British silver currency, 
otters great facilities for forgery and fraud, 25. Plan pro- 
posed for preventing this evil, 26. Probable value*o% pre- 
sently circulating in Britain, 27. Should not he made a legal 
tender lor more than a guinea, 29. Quantity produced in 
Mexico since 1762, 85. See ^Metallic Currency. 

Smith, Dr, overlooks the peculiar property of a subsidiary 
currency, and in consequence falls into some serious mis- 
takes, 20. Mistakes the nature of profits arising front secrets 
in manufactures, 4*0. Ilis doctrine, that the price of labour 
is regulated by that of provisions, erroneous, 59. His dis- 
tinction between productive and unproductive labour weil 
^founded, 13 U ilis, theory of the progress of Europe consi- 
dered, 14*1 * hypothesis respecting the prior improvement 

of the towy. maccaratc, 1 1*2, Plan of, for a more improved 
management of the customs, 288. 

imnt , quhiith y of dollars remitted to, from Mexico, since 1790, 

8‘j. 

Spcc.tt, almost entirely superseded by paper in the currency of 
Britain, 91. A safer instrument of exchange than paper, 97. 
Law’s enacted (br preventing a premium*being taken in ex- 
changing it for paper, 121. See Metallic Carrency and Paper 
Cur re my, , 

*St(Jjstd/ary cut renty, the Aature and functions of, 4*. Intrinsic 
worth not necessary to its circulation, 14. 18. 26. The pe- 
culiar property of, overlooked by Dr Smith, 20. Should 
only be made a legal tender for a paflicular sum, 29. Evils 
arising IVorn an excessive issue of, 31. See Metallic Cunency . 

T. 

V nxation. View of the taxes successively imposed on income 
in (Ireat Britain, 263. 'fax of 10 per cent, imposed on in- 
come in i.797 raised by an addition#to the assessed taxes, 
. 26 1 Direct tax on income substitute^ in lieu of this mea- 

/ ui e jn the following yel\, 265.* Exte.$»ive powers grantcdT 
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to the commissioners and surveyors for levying tins tax, 2(j(>. 
Method of assessing the income arising from land, 2(>8. In- 
come tax of 1803, 269. Injustice of fixing a common rate 
of contribution for all incomes, 271. 273. The heavy addi 
tion to the assessed taxes, intended as a tax on income, was in 
reality a tax on expenditure, 272. Practical objections to a 
direct tax on income, 273. Objections to the rule for cal- 
culating the income of farmers, 274. Plan proposed bv IM a 
.P itt for the redemption of the land tax, 280. Taxes on consum* 
:^ajble articles the most eligible mode of providing for the wants 
' of a »tc, 28 1. 29S. While they are inconsidci able, bung eon- 
Tounned with the price, they are paid without complaint m 
inconvenience, 285. 298. In Great Britain they have nearly 
reached that point at which no addition will produce a eor- 
Teripoftding increase of revenue, ibid. Customs and excise, 
thg two great establishments by which taxes on consumption 
are collected in Britain, |r £8(i. Management of the customs 
'in point of perspicuity, inferior to that of the excise, 2 7. 
Obvious expedient proposed by Dr Smith, with a view u> a 
more improved management of, ibid. View of the vaiimH 
taxes imposed on spirituous liquors in Britain and Ireland, 2S9. 

Tares on farm servants, horses or agricultural implements, n 
reality land taxes, 37. Nee Tomtit tan. 

Tea , at present pays a duty of 109 per cent. 

Trade , great stagnation of, in ISiO, III. TjuMrade between 
distant countries no way different <Von then" internal trade, 
187. Alternate advance of trade and agriculture in the* pro- 
gress of every improving country, 18 N. 153. A < muiumiii 
v* ill flourish most when trade is left perfectly free, 15 k 
H as received no real encouragement from the laws ena< 
in its favour, ibid. 


Vineyards, some of them pay a higho** rent '‘than t u land, ft* 

✓ W. 

Wages of labour, regulated by the supply aed the demand, 
42.59. Abstract of the doctrines of Mr M-fMius respect- 
ing population and labour, ibid. Error of Mr Malthus, VJ. 
An increase of capital tends to increase wages, 5:-- 78. W u. 
no relation to the price of food, 59. 159. Thu impolicy ot 
legislative interference in the regulation of wages, til. Elan* 
for improving the condition of the* labourer considered, 6:' 
English system of poor laws considered, 66. Their perni- 
cious effects on th“ character o c the labourer, 6S. Blai - 
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for their abolition considered, 69. Radical c#rdr of the sys- 
tem, 70. Private benevolence not productive of the evils 
attending public charities, 72. Mr Malthus’s doctrines on 
• tfiTk subject erroneous, ibid. # 

)Vat\ the events of, decided by discipline, numbers, and 
science, 173. Advantages of regular over undisciplined 
troops in, 17^. Nothing more valuable than time in, J77. 
Remark of the Roman general Serforius on this subject, ibid, 
litfeets of discipline and skill againt numbers io the wars of 
the Greeks and Persians, ISO. 182, — in those of Frederic 1 ' 
tlie Great, 1 1)1, — and in the American war, J 92. '’ here 

armies are equal in p umber and discipline the contest will he 
decided by science, 181, — exemplified in the wars of the 
Greek states, ibid, — in those of the states of Clnutendom 
against the Tuiks, INK/— and in the wars of Murlboro/tigh, 

1 00. 200, jioir. Vnw id tlie modern system of tactics, 195. 
See \ >il Di fntce. + 

of a country accurately measured by the state of its 

i om, ♦. 

H rmi. See < V>/. 

" f .* a gem rid scai i ;u uf, <mi) *vmed.cd by an increase of 

Inc fond- foj the Mipp nt *.f industry* b.J. Fmploynient of 
me pour in workh.im lees u »t merease these lands, 6k 
f > ! ' the ei 'S'Miiy.'i e! I he poor in, impolitic, ibid. 







